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Without Blinkers 


Se his speech in Washington on Wednesday the Prime Minister 
rose to the height of the great theme of Britain’s partnership with 
the United States in the present peril. ‘“‘ We stand by our duty and 
our friends,” he said, and a critical, hard-bitten, anxious audience 
of pressmen applauded him. Those words had to be said, and they 
will bring courage to worried allies and friends in Europe, who feel 
that Mr Attlee represents them as well as Britain. They had to be 
said, because the call of simple duty and the resolve to defend the 
rule of law between nations—the motives which sent the pick of 
American and British infantry to Korea—were in danger of being 
forgotten. The anti-Americans in Europe had turned on General 
MacArthur, and the anti-Europeans in America had turned on Mr 
Acheson, confusing rational consideration of the future with passionate 
recriminations about the past. Now, just as General MacArthur is 
struggling to form a new line of defence from a situation in which 
his forces were split down the centre, enveloped from the flank and 
harassed by guerrillas in the rear—so Mr Attlee has set about 
reforming in Washington the Atlantic front which it is the main 
purpose of Communist strategy to pierce and divide. 


Both situations, the military and the diplomatic, are still fluid ; there 
is little that can be said about the present state of either that would be 
helpful or relevant. But there are wider issues on which it is imperative 
that public opinion on both sides of the Atlantic should clear its mind. 
The shock of these last few days has been painful in the extreme. 
The spectacle of the heavily armed and mechanised forces of two 
world powers, with undisputed command of air and sea, retreating 
before a mass of lightly equipped foot soldiers is one that neither Asia 
nor Europe will forget. The press of personalities seeking access 
to General Wu’s ante-room in the hope of negotiation is another 
spectacle from which Asia will draw its own conclusions, whatever the 
outcome. There is no purpose to be served by trying to blink the 
fact that the alliance of the free nations has suffered a grave defeat. 


In such circumstances, the first temptation is to indulge in recrimi- 
nations about the past. To do so is rarely helpful ; and at present it 
could be highly damaging, since the recriminations would inevitably 
take on a national tinge. It might be as well for both Americans and 
Europeans to remember that for every grievance one side of the ocean 
might voice against the other, there is a contrary grievance waiting to 
be put into the balance. If Europeans question the skill with which 
the Korean campaign has been conducted, Americans can ask why they 
were not given more support in it. If voices from London point out 
that Europe is the vital battleground, Americans can ask why, in that 
case, Europe has not done more about it. 


The solidarity of the alliance is the hope of the world, and there 
should be a real effort in all countries to be as silent as possible about 
the past and to think about the future. There is a very important 
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question to be decided. It goes without saying that the 
authority of the United Nations, so badly damaged 
by what has happened in Korea, must be restored. 
It is self-evident that the policy of building up 
strength enough to contain Russian imperialism must be 
continued and intensified. Appeasement, in a situation 
like this, is the one clearly disastrous policy and should not 
be considered for a moment. But what does that imply in 
Korea and its immediate neighbourhood ? Does it mean 
that every effort must be made to reverse the tide in Korea 
itself, or if the front there has to be abandoned, to restore 
it as soon as possible ? Or does it mean writing off the 
Far East and concentrating on Europe ? 


These are not posed as questions to which the answers 
are self-evident. Indeed, the answers are not easy. In 
attempting them, however, two guides can be suggested 
as helpful. The first is to remember that what happens 
in any one area of the world is only part of a whole, and 
that it is the whole that counts. If there have to be 
retreats somewhere, let them be in the places that are 
less vital ; it would be folly to stand in the less important, 
at the cost of running away in the more vital, just because 
the less important case has come along first in time. The 
second guide in a perplexing situation is to ask what 
the Kremlin wants the free nations to do, and then, so 
far as possible, to do the opposite. There is no doubt at 
all what the Kremlin wants in the present situation. As 
Mr Hanson Baldwin has said, about twenty of the best 
American, British and French divisions are now tied 
down in the Far East, without a single Russian soldier 
being engaged. Nothing could please Stalin more than 
that the western powers should still further reduce their 
defences against the Red Army. 


This is not a plea for the abandonment of the Far East. 


Markets or 


HE Minister of Defence talked tactlessly last week- 
end about General MacArthur and United Nations 
policy in Korea ; but on home affairs he said soberly 
that it was time the public heard from some Minisier. 
Shortages of raw materials for industry are becoming 
acute. With the demand and supply at present in prospect 
“it might not be possible,” as Mr Shinwell put it, “ to 
fulfil our commitments for the defences in the west, and 
we might find ourselves in a situation where unemploy- 
ment might emerge.” 


It is open to doubt whether the Government has 
become aware of these dangers soon enough to have 
a good chance of averting them. This week has been 
occupied with a preliminary stage of British planning: 
the problem of shortages has been under discussion at 
Washington between Mr Attlee and President Truman. 
The outcome is not yet apparent. But what can and 
should be done, in advance of the detailed formulation 
of Government policy, is to consider the facts and the 
general principles on which action ought to be based. 
It is important, first, to realise that the co-ordination 
of policy among members of the North Atlantic Treaty 
Organisation, essential as that is to the most economic 
use of the free world’s resources of raw materials, is not 
a magic wand that can sweep away shortages. What has 
made some materials desperately scarce is, it is true, 
the American Munitions Board’s frantic efforts to do 
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It is quite true that the United Nations is now in q 
strategic position in Asia that is very familiar from British 
history, one of being badly outnumbered in fighting on 
land on the continental mass, but of keeping contro} of 
the freer elements of the sea and the air. The right 
strategy is not to abandon the continent altogether, but 
to exercise a strict economy of resources in continental 
adventures, to defend on the continent only the most vital 
areas and those where the air and the sea are at a maxi- 
mum advantage. In drawing up a strategic plan to this 
effect, it is clear that no reliance can safely be placed on 
hopes of being able to induce the Chinese Communists 
to be moderate. Their ambitions and aggressive pur- 
poses are clearly and emphatically stated daily in the 
Communist press of the world. There is no excuse for 
ignoring these statements after the way in which they 
have been confirmed by events. The policy of recognis- 
ing Mao in order to woo him, it is now clear, was 
doomed to failure from the start. That he will now turn 
on Indo-China is all too probable—if only because it 
would admirably suit Stalin’s book. 


There is clear need for a world-wide strategic plan, 
in which resources must be estimated and priorities 
decided as realistically and cold-bloodedly as if world war 
were already engaged. This is a task which can obviously 
be conducted only behind closed doors. Public opinion 
can nevertheless assist it in three ways. First, it can leave 
those who bear the responsibility free to reach their 
decisions on objective facts, without having to suffer 
purely political pressure. Secondly, it can bend its 
efforts to building up the elements of military strength 
as rapidly as sonsitile And thirdly, it can remember 
that this is a war of nerves, in which those who keep coo! 
heads have an enormous advantage. 


Allocations 


since June 25th the strategic stockpiling that the world 
markets—and the sterling area particularly—would have 
welcomed on a bigger scale eighteen months ago. But 
it is nonsense to conclude that Britain would be all right 
if the foreigner would behave himself. The limiting 
shortage for British industry may well be not of any 
imported material, but of home-produced coal. Factories 
may be saved from closing down through lack of, say, 
copper because they will be closed next February for 
lack of coal and electric power. No scheme of inter- 
national “fair shares,” no agreement for ensuring that 
Britain can buy more sulphur, cotton and zinc, will allow 
the British economy to go on in any degree of inflation 
it chooses. 


It is plain, moreover, that a comprehensive scheme 
for the international allocation of key materials is at 
present out of the question. The wartime system rested 
on the effective monopoly of scarce shipping under the 
control of only two allies, the United States and Britain. 
It had to deal with the economically simple choices of a 
life-and-death military struggle. For all its intensity, the 
threat to the democratic countries is not yet direct enough 
to be an effective catalyst in fusing the diverse interests 
of a score of sovereign states, each concerned with some 
commodities predominantly as a producer and with 
others predominantly as a consumer. 

To recognise that an international allocation system 
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should not be attempted now is not, however, to say that 
there must be an uninhibited scramble for the materials 
of rearmament. Such a scramble cannot possibly be 
expected to share out supplies in the way that will 
strengthen western defences at the best possible speed. 
The buying-power of the United States is too strong. 
Aggressively used, it can go on drawing into American 
stockpiles supplies essential to the current production 
of its allies. To carry this to the point of, say, slowing 
down the British defence programme would be ridicu- 
lous. Moderation in American stockpiling is the neces- 
sary starting point for any combined raw materials 
policy. Some of the further steps were sensibly prepared 
at Paris last week-end by the council of the Organisation 
for European Economic Co-operation. They can prob- 
ably best be carried further through the North Atlantic 
Treaty Organisation. By consultation, national buying 
and stocking policies can be co-ordinated well enough 
to avoid an acute scramble without the cumbrous for- 
malities of allocation schemes. 


* 


This will ease the British problem, not remove it. 
Nothing can now save British industry from acute diffi- 
culties over supplies of coking coal, sulphur, zinc, cotton 
and other fibres, nickel, copper and various other non- 
ferrous metals, cement, timber, and perhaps many steel 
products. Rearmament has not yet appreciably 
increased the consumption of raw materials. It has 
drastically altered expectations. Materials have become 
scarce because firms have tried to build up stocks in the 
belief that they would become scarcer and dearer ; the 
new expectations have automatically created the condi- 
tions that justify them. The scramble for stocks has 
already gone far enough for some factories to be unable 
to order materials they will require very soon while 
others have, on paper at least, covered themselves for 
some time ahead. The position can only get worse while 
remedies are delayed. 


The broad choice of remedies lies, of course, between 
letting the price mechanism sort things out through free 
markets and imposing direct Government controls. The 
Minister of Supply announced on Thursday that alloca- 
tion schemes for various metals were being considered. 
To see the choice as a simple matter of dogma is no ser- 
vice to any political or economic principle. In the present 
situation the price mechanism has two important defects. 
With commodities whose production cannot be quickly 
increased the price that would equate supply and 
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demand in the short run may be far higher than the price 
needed to stimulate the possible expansion of output in 
the longer run. Consumption of the raw material will 
not be choked off by rising prices until they affect the 
prices of the finished products, and with demand 
generally strong, it might take a very large rise in raw 
material prices to produce any appreciable effect on the 
volume of consumption. But this would create further 
difficulties. The fiscal powers of the primary producing 
countries are often incapable of coping with the forces 
of inflation set off by the tripling and quadrupling of 
their export prices. And, in the consuming countries, 
no government—certainly not the American Administra- 
tion—will willingly accept the political and economic 
strains that spectacular price increases inevitably set up. 


These defects of the free market are not overwhelm- 
ing. They could and ought to be accepted, as a price 
worth paying, if the result would be to distribute scarce 
supplies according to the needs of the most essential 
consuming industries. That is, however, an unlikely 
result. In the present situation few firms have any 
reason to reckon closely the financial cost of buying 
whatever materials they can. Political uncertainties, 
prospects of rationing, and so on, far outweigh the cal- 
culations of possible losses on stocks if prices should fall 
next year. With markets easy and taxation at its present 
height the real importance of such losses to the firm’s 
balance sheet is in any case small. In these conditions, 
even steep price increases are an imperfect way of sorting 
out the consumers with the greatest needs—especially 
as the purchasing power behind those needs is already 
distorted by price controls on “ essentials.” Every firm 
has an incentive to lay in all the stocks it can, and the. 
firms in the least essential industries—which can expect 
gradually to be “ concentrated ” if the shortages increase 
—have the strongest incentive of all. 


To recognise that the price mechanism will work very 
imperfectly is, however, very far from saying that 
Government controls will work better. There is, it is 
true, one thing that controls can do successfully. So 
long as supplies are not far below the needs of industry 
in full employment, a universal system of quotas can 
spread out supplies so that no firm has to close down 
or even to dismiss any redundant workers. To allocate 
to each firm just a little less than it needs is to ensure 
that it is worth each firm’s while, in a sellers’ market, 
to hang on to its labour force even though on several 
days a week the factory has too few materials to work 
at full capacity. An allocation system can, in other 
words, conceal the unemployment resulting from slightly 
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inadequate supplies of raw materials. Politically, its 
attractions are obviously strong. But they have nothing 
to do with economic efficiency, with ensuring the best 
use of the nation’s resources in an emergency. They are 
not a way of avoiding the irrationalities of free markets. 
They are devices for letting productivity—and so the 
total national income—go hang, and for avoiding the 
redeployment of labour to the most essential industries 
that a full defence effort would involve. 

This is the misuse of controls. By different methods 
of allocation the Government might ensure that the 
nationally most important firms got a more adequate 
share of some scarce materials than they would secure in 
a free market. That can be achieved not by any quota 
system based on past consumption but by deliberately 
discriminatory controls giving some firms all they ask 
and others none at all. And there is little ground for 
confidence that the controllers could in fact distinguish 
accurately between the essential and the non-essential 
demands of scores of thousands of firms. It should not 
be necessary so soon to rehearse all the arguments that 
were clearly drawn from wartime experience (and were 
so lately accepted by Labour Ministers). The main 
point is that a detailed allocation system can work fairly 
well only when the Government is itself the agent for 
most of the essential demands—when each department 
can offer the controllers a careful estimate of the raw 
material demands implied in the production programmes 
it sponsors. There is not at present, and there will not 
be unless rearmament assumes a scale far beyond any- 
thing yet contemplated, such a concentration of demand. 
And without it the controllers are likely to make mis- 
takes, allowing some firms to build up stocks or to 
produce non-essentials while others go short of 
materials, at least as serious as the frictions involved in 
leaving things to the price mechanism. 

* 


No clear cut conclusion can realistically be drawn 
from these arguments. It is possible only to lay down 
general principles applicable in various ways to shortages 
of particular materials. As long as we are engaged in a 
cold war possibly requiring a defence effort sustained 
as far ahead as can be foreseen, all the objections to 
controls—their restraint on economic flexibility and 
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ssiveness—apply with almost their peacctime 
ae The bias should therefore still be strongly 


towards letting the price mechanism work. And that 
means creating the conditions in which it can work as 
well as possible. Of those conditions three are most 
important: first, the scales must not be weighted against 
the producers of essential goods by compelling or per- 
suading them to keep down their prices while those of 
non-essentials are inevitably allowed to go free ; second. 
private stockpiling should be discouraged by raising 
the ridiculously low costs involved in present interest 
rates ; and, thirdly, there is in this as in everything else 
the fundamental need to keep general inflationary forces 
at bay. 

Perhaps the one clear proposition to be insisted on is 
that comprehensive physical controls cannot in the pre- 
sent situation be used as an effective substitute for these 
measures of financial discipline—which are just as 
necessary to reinforce specific controls as they are to 
enable the price mechanism to work. On the other hand, 
there are at least two sets of circumstances in which the 
additional use of physical controls may well do more 
good than harm. This is true when a particular and 
essential raw material is so scarce that the free market 
can equate supply and demand not by a considerable rise 
in price, but only by a very sharp rise quite out of line 
with the general movement of prices. The first practical 
test of Government measures will be to ask whether 
controls are being confined to these worst cases rather 
than spread widely, with all the usual cost of bureau- 
cratic clumsiness and industrial rigidity, in an effort to 
distort the whole price structure. But controls may 
also be necessary if it is clear that, although prices have 
risen only moderately, some essential producers are 
desperately short of a material of which others are 
accumulating stocks. In this second case, especially, the 
presumption is still against a comprehensive allocation 
system: specific limitations—say, on the size of stocks in 
relation to monthly consumption—will often be quite as 
effective at smaller administrative cost and with less 
Serious economic ill-effects. The real judgments can be 
made only on specific cases as they arise. The general 
principle is clearly that controls will be doing most 
good if they are few in number and limited in scope. 


Middle Eastern Vacuum 


E Egyptian Foreign Minister, Mohamed Salah ed 

Din Bey, is in London for conversations. When his 
visit was originally arranged, the talks were to cover the 
rate of release of Egypt’s £300 million sterling balance 
that is still frozen in London ; discussions on this subject 
are proceeding. Subsequently, another topic superim- 
posed itself—the defence of Egypt. This not very new 
subject was hurled into the arena by King Farouk’s state- 
“ment, in his speech from the throne in November, that 
the Anglo-Egyptian Treaty of 1936 was one-sided and 
intolerable, and must be abrogated. Mr Bevin, under 
pressure from both sides in the House of Commons, 
countered with the statement that until the implications 
of this speech were thrashed out, Great Britain must sus- 
pend a delivery of Centurion tanks to Egypt. Still more 
recently, a further and still larger issue has loomed up— 
the threat of general war in Asia. 


The east-west struggle is being waged in Germany, 


in the Balkans, and in Asia, but the Middle East has 
hitherto enjoyed virtual immunity from the impact of the 
cold war. Since the Russian attempt at expansion into 
North Persia in 1946, the area between the Mediter- 
ranean and the Indian Ocean has been almost completely 
free from the din that rages elsewhere. Even its local war. 
in Palestine, never took on the familiar colours of east 
versus west. Why ? Is this escape due to the peculiat 
nature of the Middle East, or is it simply a freak of 
fortune ? The evidence points to the latter conclusion. 

For the Middle East, though so arid and so largely un- 
populated, is not all one great empty quarter. It consti 
tutes a tender spot for both Russia and the western 
powers, and offers a promising field for east-west warfare. 
For the west, it is the principal source of Europe’s oil 
supply and, therefore, a prime object of defence. Fot 


Russia, it abuts on the only part of the Soviet periphery 
that causes the Kremlin anxiety about security ; it imme- 
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diately adjoins the chief area of Russia’s oil supply—the 
Caucasian wells that lie west of Baku. Moreover, it ts the 
shortest route by which Russia could erupt into the Indian 
Ocean. What makes the relative quiet more curious is 
that the whole Middle East should be an easy target for 
the Russian propagandist because of the social inequali- 
ties of its way of life. Though the peasants, who form the 
great bulk of its population, are still lethargic and unre- 
sponsive, its small but lively proletariat is awake to the 
disparity between rich pasha and poor labourer, and ripe 
for tales of life in a classless society. 


But these are points which most Egyptians do not see. 
Several years of immunity from immediate sight and 
sound of the clash have lulled them into false security. 
They hold a belief very similar to that once held by 
Belgium—that they can evade the accident of their geo- 
graphic importance. They believe that, provided they 
can keep foreign troops off their territory, they can remain 
neutral in the world struggle. This belief increases their 
native tendency to look backwards rather than ahead. 
They are preoccupied with old grudges rather than with 
the impending menace of Communism. The thoughts in 
the forefront of their minds are of British participation in 
the 1948 arms embargo that deprived them of the arma- 
ments they needed for the Palestine war ; of a British flag 
flying on the Cairo citadel 
for no less than four years 
after World War II was over, 
and of British tanks forcing 
a change of their government 
in the dangerous days of 
1942. They forget that, 
when in danger from 
Mussolini, they signed the 
British alliance only too 
willingly. Now, though the 
threat is greater, they believe 
that, even if attacked, they 
can hold their own until 
help from the United 
Nations comes along. They 
have deduced too little 
from the Korean experience about how long it takes 
to muster help from overseas, and far too little from their 
experiences in the Palestine war about their own army’s 
capacities. They reckon that weapons (which they then 
lacked), are the sole requirement for efficiency. It never 
occurs to them that, to fight well, an army needs not 
only confidence in its military and civil leaders, but also 
a conviction among its rank and file that their families’ 
way of life is something worth fighting for. 


In a word, the Egyptian mind has lived remote from 
the rough and tumble of current world affairs, and 
Egyptian thinking on defence requirements is corre- 
spondingly out of focus. Egyptians have therefore 
tended to strike a conventional attitude against “ British 
imperialism ” and to think that they can leave matters 
at that. It is only fair to add that the British too have 
for years struck a correspondingly conventional attitude 
to Egyptian grumbling—one of waiting until the dust 
settles in the belief that the turmoil of Egyptian politics 
will sooner or later throw up somebody with whom a 
bargain can be struck. But neither attitude is in tune 
with the times. This is not a simple matter between 
Britain and Egypt; it is only part of the wider 
issue of the defence of the Middle East. In that 
wider context there are a number of specific questions 
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that urgently require. answers. The first of these is 
whether the basic planning of the defence of this vital 
area should any longer be left to Great Britain alone. 
There are, it is true, certain American commitments to 
Turkey, the essential “ roof” of the whole area. But 
the only outside power with any forces actually on the 
spot is Great Britain. Is this safe ? Should it not be 
made plain that when Great Britain makes demands 
upon Egypt for military bases, it does so only as agent 
for the world alliance? Moreover, this does not, for 
once, mean simply that the United States should take 
over a British burden ; there are six Dominions of the 
Commonwealth who have a vital interest in keeping the 
Soviets out of the Indian Icean. Could not they play 
a part in the defence of the Middle East in peace, as they 
undoubtedly would have to in war? 


Secondly, if a joint plan for the defence of the Middle 
East is badly needed, does a base on the Suez Canal 
play an absolutely indispensable role in it? It is true 
that the Canal, in itself, is no longer the most vital point 
in the area; throughout most of the last war it could 
not be used as the route from Europe to the East ; and 
the Persian Gulf has taken on a double new importance, 
both as the source of oil and also, potentially, as the 
Russians’ sally-port. It certainly seems to follow from 
this that there should be 
allied strong points else- 
where than in the Canal 
EE oilfields Zone, one perhaps in or 
R within easy reach of the 

Gulf itself, one perhaps at 
Iskanderum (Alexandretta). 
But this does not by any 
means add up to saying 
that a base in the Canal 
Zone itself is not necessary. 
With its ample water and 
labour supply and its easy 
accessibility by water from 
two directions, it may still 
be the best site for the main 
base, well back from the 
scene of immediate action. Indeed, the onus can 
properly be placed on the Egyptians to say where the 
base should be if not at Suez. 


Some of them, no doubt, will continue to say that no 
base is necessary, or that it is not their concern. There 
are signs in the more thoughtful leading articles that 
have been appearing this week in the Cairo newspapers 
that the news from Korea has awakened some minds to 
the desirability of facing the facts of life among the 
nations. (The less intelligent papers, of course, are still 
ready to argue that Korea is just another British trick 
invented to provide an excuse for staying at Suez). But 
the time has surely come for making it plain to the 
Egyptian ruling classes (and to those of the other Middle 
Eastern states) that the shadow of Communism falls 
certainly no less darkly on them than on the rest of the 
free world and that if they wish to be saved from it by 
the western powers they have obligations to meet in 
return. If this is said by the British Government alone 
it will not be believed in Cairo. It is one more illus- 
tration, at the London end as well as at the Cairo end, 
of the utter inadequacy of purely national actions and 
decisions. The issue is really one between the free 
nations of the grand alliance as a whole and the Middle 
East as a whole. It will have to be faced as such. 
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Is Full Employment Secure ?—I. 


Squaring the Cycle 


HATEVER else rearmament may do, it at least 

makes certain that full and overfull employment 
will last for a good time longer. Whether or not, in the 
absence of the Communist aggression on south Korea, 
the long-predicted transition to universal buyers’ 
markets and recession would have occurred in 1951, it 
is now quite clear that any such expectations have to be 
indefinitely postponed. Perhaps the very absence of 
urgency in the subject makes this a good time for 
. inquiring into the present state of the full employment 
argument. Whatever else may beset the democracies, 
public opinion has been led to believe that it has one 
great consolation: thanks to Keynes and his disciples, 
the problem of general depression, of poverty in the 
midst of plenty, has been thoroughly mastered and need 
never plague the world again. Such beliefs have a 
certain therapeutic value ; the man who does not believe 
his foot can slip is safer on a high place than the man 
obsessed with the idea of falling. Overconfidence, how- 
ever, has its dangers too, and the time is ripe for an 
objective appraisal of the present state of the full-employ- 
ment argument. That argument is of necessity 
unsatisfyingly theoretical, for the simple reason that the 
occasion for putting “full employment policy” into 
practice has not yet arisen—which is in itself an impor- 
tant fact to remember. But since the public confidence 
rests on the belief that the economists have found the 
philosopher’s stone, it is highly relevant to inquire how 
confident are the economists themselves. The result 
may appear at first rather dishearteningly negative ; but 
in further articles in this series it is hoped to establish 
that even if faith in a painless panacea is ill-founded, 
that is no reason for any return to economic fatalism. 


The techniques by which it is now expected to assert 
mastery over the “ blind economic forces ” of depression 
are clear enough in principle. Investment can be 
encouraged by low interest rates and stepped up by 
direct Government action, and every man directly 
employed by this expansion in the capital industries will, 
by his spending, give further employment to a limited 
but calculable extent ; this, in the professional jargon, 
is the Multiplier Effect. Spending power can be trans- 
ferred by taxation from the rich (who, with a larger 
margin above necessities, are likelier to save) to the poor 
(who, with a lesser margin, are likelier to spend) ; this 
is action through the Propensity te Consume. Further 
purchasing power can be released when necessary by 


Is the Dollar Shortage Over? 


Four THE 


special articles, comprising 


EcONOMIST’S annual survey of trends in Inter- 
national Banking, appear on pages 1031 to 1047 of 
this issue, and an associated 16-page selection of 


International Banking Statistics is published in this 
week’s issue of the RECORDS AND STATISTICS 
Supplement. 

e first article asks the question “Is the Dollar 
Shortage Over ?”, while the others discuss EPU 
Teething Troubles, Interest Rates in Europe, and 
America’s Uneasy Money. 
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reduction in taxes or social insurance contributions. 
involving a budget deficit; this is direct monetary 
action. The detailed specifications for combining these 
forms of anti-depression activity are presumed to be 
laid up somewhere in the Treasury, ready to be applied 
at the first sign of faltering employment, and capable, 
given goodwill and vigour, of ensuring the blessings of 
a permanent boom. True, it is increasingly realised 
that no Keynesian prescription can fend off unemp'oy- 
ment arising directly or indirectly from failure to hold 
export markets ; but this conceded limitation is not 
fundamental. It simply means that other countries, and 
specifically the United States, should be persuaded to 
apply the same magic formulae. If all the major countries 
stabilise themselves, there can be no depression. 


* 


Is this view justified by the facts? To study the 
work done, since the publication of the “‘ General Theory 
of Employment, Interest and Money,” in the field of 
trade cycle theory, is to be led to a less encouraging 
conclusion. The basic, and frequently forgotten, 
assumption of Keynes’s doctrine—or, to be fair to 
Maynard Keynes, the doctrine of the Keynesians—is 
that industrial fluctuations are, so to speak, a disease of 
the body economic, an abnormality that skilled doctoring 
can entirely remove. The assumption, to make it 
quite explicit, is that economic progress could be 
perfectly steady from year to year and from decade to 
decade if it were not forced into instability by man-made 
—and therefore man-manageable—defects in the mone- 
tary system and in the flow of incomes and expenditures. 


That there are such institutional disturbances is all 
too apparent, but in recent discussion economic analysts 
—many of them disciples of Keynes and all of them 
grateful exploiters of the powerful tools he forged—have 
been insisting that institutional defects are not the only 
initiating causes of economic disturbance, but that there 
are also “ real” causes of fluctuation to be found in the 
physical relations between different elements of the 
economy, between physical productive capacity, stocks, 
and output both of capital goods and consumer goods. 


. Regardless of the price tags placed on these things, the 


relationships between them inevitably change from time 
to time—indeed, it is necessary that they should change 
if there is to be any economic progress and growth. 
Inventions do not come in a steady flow—or, what is 
more strictly relevant, the demands for new capital 
arising from inventions are not even from year to year. 
A certain level of real investment may seem appropriate 
to a given level of real income at one time. But invest- 
ment takes time to mature, and when the new factories 
are finished and at work, that fact alone dictates a shift 
in real resources ; and since estimates are fallible, total 
capacity at that time may be too big or too small for the 
new level of real income. 


Thus, too, past spurts in economic expansion generate, 
at intervals depending on the life of the equipment con- 
cerned, successive waves of capital replacement, with 
corresponding troughs between. And, finally, particular 
pieces of investment, fruits of particular inventions of 
particular acts of policy, can call urgently but briefly for 
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subsidiary investment in the means of producing 
associated goods. Decision to build a railway network, 
for instance, may imply decision to build extra blast 
furnaces to make steel to make rails; when the 
network is made, the “ induced” investment outlives, 
as “surplus capacity,” the stimulus which brought it 
into being. 

These elements of disharmony exist whether the 
economy is planned or unplanned, free or totalitarian. 
Essentially they owe nothing to the fact that deals are 
done, and accounts kept, in money terms. The monetary 


NOTES OF 


Appeal from Free Asia 


One of the most remarkable and satisfactory develop- 
ments in the United Nations tussle with Peking has been 
the joint initiative taken by eleven Asian and Arab states. On 
Tuesday, they appealed to Communist China and North 
Korea to “ declare that it is not their intention that any forces 
under their control should cross . . . the 38th parallel.” This, 
they believed, would give time to consider ways of settling the 
crisis. The list of states which took this initiative is a signifi- 
cant one: India, Pakistan, Burma, the Philippines, Persia, 
Iraq, Syria, Saudi Arabia, the Yemen, the Lebanon and 
Egypt. 

Two factors in particular have aggravated the Korean crisis, 
and will go on doing so, whatever immediate settlement may 
be reached with the Americans. First, the clash is not just 
between two powerful states ; it is also widely regarded in 
Asia as a racial issue, Asia versus the west—and that is tite 
most explosive sentiment the world has to face today. 
Second, abysmal misunderstanding of the Americans’ real 
motives and intentions has played a big part. The Chinese 
Communist leaders lack any normal contact with anyone 
outside the Cominform clique and, what is even worse, their 
people are kept almost entirely ignorant of the realities of 
the outside world. This means that in formulating their 
foreign policy they must rely to a truly alarming extent on the 
Soviet propaganda and misinformation. 


_ The significance of the move now made by the eleven states 
is that it cuts right across these two barriers to understanding. 
The sober, moderating voice of India, long ignored in Peking, 
has now been reinforced. Although the Chinese appear to 
have the bit between their teeth, even Mao Tse-tung and 
Chou En-lai may pause and reflect whether the struggle with 
the west is quite so simple as they have chosen to paint it. 
They may well now accuse the eleven of being “ lackeys of 
the imperialists.” But it has been a feature of Communist 
action that the Russian leaders have at least always shown 
themselves very conscious of the force of public opinion— 
even if their reaction to it is obtuse and indirect. Statesmen 
of free Asia could do no greater service to their own people 
and the rest of mankind than to continue and strengthen their 
association, and to follow up this initiative. It is in striking 
contrast to the way in which the UN General Assembly has 
accepted, by overwhelming vote, the proposal that it should 
discuss what may amount to military sanctions against China. 


*® bs * 


Withdrawal in Korea 


_ The position of the United Nations forces in Korea 
is becoming increasingly precarious, although military 
disaster has so far been averted by the speed and skill with 
Which the main body of the Eighth Army has been extri- 
cated from an impossible defensive pa on the Chong 
river and withdrawn intact through the communications 
bottleneck of Pyongyang to a position north of Seoul. There 
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element on which Keynes concentrated his analysis can 
enormously and disastrously amplify the consequent 
fluctuations, but their origin, so far from being purely 
monetary, lies in the very fact of economic progress. 
Except in a society stagnant in techniques, tastes and 
population, there will always be disturbance, a pulse or 
beat in economic affairs, and every downbeat or contrac- | 
tion will display, unless remedial action is taken, some 
symptoms of slump—idle machinery, unsaleable stocks, 
and unemployed workers. 
(To be continued) 


THE WEEK 


is now no question of holding a line across the width of 
the Korean peninsula; indeed, faced with an enemy so 
superior in numbers it would be quite impossible to hold a 
line even on a strong natural feature. The course of the 
campaign would seem to be dictated by the estimate of the 
Army commander, General Walker, as to whether he 
possesses sufficient strength in morale and material to mount 
a determined counter-attack with the object of halting the 
Chinese army in its tracks. If, as seems probable, he does 


not feel strong enough to pass to the offensive, the only mili- 
tary alternative—apart from any political compromise which 
may be achieved through diplomatic channels—would be 





to organise an evacuation by sea from some west coast port. 
In the north-east the attempt of the roth Corps in the area 
of the Chosin reservoir to fight its way down to the coast, 
through the opposition of both Chinese and Korean guerrillas, 
is one of the finest exhibitions of naked courage in the face 
of appalling odds since Bir Hakim or Bastogne. 


The military lessons which are now being learnt from the 
past two weeks in Korea must have a profound effect upon 
the strategic thinkers and planners of the western nations. 
The most important is unquestionably that of manpower 
versus firepower. The armies of all the western nations 
are basically organised to meet and defeat the armies of 
other western nations, the perennial shortage of manpower 
in an industrial nation being balanced by increasing the fire 
power of each man. But against an Oriental horde, particu- 
larly under winter conditions, the mechanical aids to killing 
and denying ground which account for such a high propor- 
tion of defence budgets possess nothing like the same value. 
It will be surprising if the lessons of Korea do not lead the 
military planners of the west to demand a far greate 
emphasis on ordinary infantry, the arm which, in a mechan- 
ised society, has least glamour but which is in the last 
analyais the only one capable of gaining and denying ground. 
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Closing the Ranks in Europe 


Whatever the outcome in Korea, it is to be fervently 
hoped that advantage will be taken of the heat of the crisis 
to fuse the states of Western Europe together. It is deplor- 
able but true that there is nothing like war, or the real threat 
of it, to make men forget their theories, their inhibitions and 
their differences. Already more has been accomplished, 
during the past ten days, in making Western Europe think 
and feel as one, than in the whole of the previous ten months. 
It was very remarkable that Mr Attlee should fly to Washing- 
ton with such wholehearted support from the French. M. 
Schuman, the Foreign Minister, said of the long talks that 
he and M. Pleven, the French Prime Minister, held in London 
last Saturday: “We reached complete agreement on essen- 
tials. My travelling to Washington would therefore be 
superfluous.” Likewise, Signor Saragat, the Italian Socialist 
leader, justifiably pointed out on Sunday that the British 
Prime Minister goes to Washington as “ the representative of 
all democratic Europe.” Few voices in Benelux, Scandi- 
navia, or even Western Germany would dissent. 


The British have frittered away an immense amount of 
goodwill on the Continent since 1945. By hanging back at 
Strasbourg, rejecting the Schuman Plan and, to some extent, 
siding with the Americans over German rearmament, they 
have appeared to show themselves unwilling to treat Europe’s 
problems as their own. People on the Continent are hardly 
to be blamed if they react by condemning the British attitude 
with the vigour of despair. Now, with the Chinese attack in 
Korea acting as a catalyst, the position has suddenly changed. 
To Europe Britain looks—ironically enough—like the one 
rock around which a sense of unity and purpose can be built, 
whatever the British themselves may say or do. To the 
British Europe looks suddenly very close ; the danger that 
American concentration op th¢ Far Bast may leave Europe 
to be overrun by the Russians is their danger, too. 


One immediate result of the shock which has caused these 
mental readjustments is that full agreement on German re- 
armament may be nearer. Mr Shinwell, the Defence Minister, 
probably underestimated the determined logic of the French 
when he prophesied last Sunday “a compromise in the next 
few days.” But there has already been an important shift ; 
the French Council of Ministers has accepted the immediate 
formation of German units up to a strength of 6,000 men 
for a “transitional period pending the conclusion of nego- 
tiations for the creation of a European army.” The French 
have also waived their stipulation that the signing of the 
Schuman Plan must come first. 


x * x 


Korea at Westminster 


The debate on foreign affairs last Wednesday and 
Thursday showed beyond any doubt that the House of 
Commons has not lost its old capacity to rise to the level of 
great events. It showed also that the sense of unity on both 
sides of the House extends not only to thought and feeling, 
but also to action. Members witnessed a spectacle not seen 
in many years, the development and execution of new 
policy as the debate progressed. Mr Bevin’s calm but 
unenterprising speech laid the first foundation upon which 
Mr Eden, Mr Churchill, and Mr Butler successively built 
until Mr Attlee’s announcement of his decision to fly to 
Washington appeared to emerge more as the result of a joint 
decision from inter-party conference than as the personal 
action of the head of the Government. 


During the succeeding days, with the centre of interest 
eativedl Gee Poriggns Senoes on SS-"-. VS «+ wl 
1M ger set WV Lepewey vucw w Didi r10uUse, tus SCNSe OF 
unity has been ubjected to several tests. In the first place, 
Mr Attlee’s decision to go to Washington had no sooner been 
taken than a feeling of resentment sprang up on the Conserva- 
tive benches, echoed by a more general sense of regret in 
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both London and Washington, that either Mr Churchill or 
Mr Eden had not been asked to accompany him. When the 
question was raised in the House on Tuesday, Mr Churchill 
refused to allow it to be made an issue. It must nonetheless 
be reckoned unfortunate that Mr Attlee could not or did not 
take with him the only Englishman who could convince the 
American public that in seeking a policy which will avert a 
general war with China Britain’s motives are not those of 
fear and appeasement, nor a desire to draw back from its 
alliance with the United States. ; 


In the second place, Mr Shinwell, to whom five years in 
office have not granted the gift of tact, at the week-end made 
some singularly unhelpful remarks about General MacArthur 
which the Opposition could have turned to political account 
if it had chosen. Mr Eden’s deliberate forbearance allowed 
the matter to be glossed over. The third point of potential 
discord—the use of the atom bomb—died down within a 
few hours of last Thursday’s debate and of President 
Truman’s explanation that the power to order its use did 
not lie in General MacArthur’s hand. 


On China and Korea there is a more genuine identity of 
view between Conservatives and Labour than has often been 
the case in the past. The past ten days have revealed on the 
Labour side a small knot of members who, though not active 
or consistent fellow-travellers with Russian policy, have a 
sympathy with the aims of Communist China which over- 
rides their dislike of China’s present action. There is also 
a handful of sabre rattlers on the Conservative benches. But 
the vast majority of members seem to have a sense of identity 
which was clearly marked in the support given to Mr 
Churchill and Mr Eden during the debate. Whether this 
unity is only skin deep should become clear when Mr Aitlee 
returns from Washington. On the Conservative side there 
is a considerable scepticism about the ability of Mr Bevin 
and Mr Shinwell to meet the new situation. On the Labour 
side there is a strong sense of frustration, a feeling that history 
has betrayed Socialism, that they are approaching a situation 
with which they are not equipped to deal, that they are losing 
ground in the country, and that they might not even have the 
necessary support to be the dominant partner in a coalition. 
Whether this sense of encirclement will permit the Labour 
party to respond to the present political forbearance and 
responsibility of the Conservative front bench remains to be 
seen. 


* * * 


The By-Elections 


The autumn series of seven by-elections was completed 
last week. None has changed the party composition of the 
House of Commons: four seats were held by the Conserva- 
tives and three were held by Labour. But in every one of 
the seven constituencies except West Belfast—which cannot 
be taken as representative of the national trends in opinion— 
the Conservative vote improved relatively to the Labour 
vote. Only at Leicester North-east—the earliest of the 
by-elections—was the Conservative poll as much as 1,000 
smaller than at the general election ; at Oxford it increased. 
Labour, on the other hand, lost as many as 10,000 voies In 
Sir Stafford Cripps’s former Bristol constituency, 6,500 #t 
Leicester North-east, 5,000 each at Handsworth and Aber- 
tillery, 3,500 at Oxford and 2,000 at Scotstoun. 

These results must encourage the Conservatives however 
cautiously they are interpreted. But caution is necessary. 
Close observers seem to be agreed that at a general election 
Labour attracts more support than does the Conservative 
party from" peopie wnose‘interest “in cS Is- rou small Ww 


take them to the polls in the less exciting conditions of 4 
by-election. But the weight that can at present be given 
to this tendency is more doubtful than usual. The common 
claim of Labour agents at the general election was that the 
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Conservatives had done well because they had brought out 
every available voter. The total Conservative vote at the six 
by-elections in Britain was only 5,290—5 per cent—smaller 
than in the same constituencies last February, while the 
Labour vote was cut by 31,860 (21 per cent). It is hard to 
believe, after the high poll of February, that apathy has struck 
the, Conservative and Labour parties in the ratio of one to 
six. The evidence is plainly of a shift of opinion. 


At the one by-election contested by the Liberals (Bristol 
South-east) their poll was reduced from 4,463 in February 
to 2,752. The probability is that in the other constituencies 
the Conservatives gained somethirg from the absence of a 
Liberal candidate ; they almost certainly won converts also 
from Labour. After all reasonable allowance for the absent 
Labour supporters, these two shifts of opinion are probably 
together big enough at least to reverse the present balance 
of power if they were repeated over the whole country at a 
general election. There is, however, evidence from past 
experience that the floating voters tend to turn more solidly 
against the Government at a by-election than they do at a 
subsequent general election. It would be rash to conclude 
from this autumn’s voting that an early election would now 
return the Conservatives with a complete working majority ; 
but certainly Transport House has reason to be worried. 


* « * 


Mr Bevan and the Registrars 


“Grossly misrepresented” was how Mr Bevan, in a 
written parliamentary answer last week, described the recent 
circular to hospital authorities on their establishments of 
registrars. It would be equally fair to say that his answer 
“ grossly misrepresented ” the facts. The medical profession 
has forthrightly denounced the circular, yet Mr Bevan said 
that it “was issued after full consultation with the pro- 
fession’s representatives.” What happened was that con- 
sultation did take place with the joint committee represent- 
ing the consultants ; but the committee did not agree to 
the circular going out in the form it did and informed the 
Ministry that it reserved the right to criticise the circular 
when it appeared. “ Full consultation” to the Ministry of 
Health is evidently what other official circles sometimes call 
“unilateral bargaining.” 


Mr Bevan also said that his decision was not prompted 
by economy. That is a pity. It would have immensely 
strengthened his case if he had admitted that he had allowed 
expenditure on the health service to get completely out of 
hand in its first two years and that in consequence very 
desirable developments, such as the expansion of the con- 
sultant service, will have to be postponed indefinitely. Most 
of those surplus registrars who are suitably qualified could 
be found consultant posts if the establishment for the con- 
sultant service were raised to the figure which early this 
year the Ministry itself laid down as the ideal. Of course 
it is economy that has prompted the circular. What the 
medical profession feels, with some justice, is that the axe 
Should not fall solely on the present generation of registrars, 
many of whom are fully trained senior men. It is sheer 
hypocrisy to pretend that they can be absorbed into other 
branches of the health service without hardship. 


Mr Bevan’s insistence that it is not economy which is 
behind the reduction in registrars may indeed have an effect 
quite opposite to what is intended. Mr Messer, chairman of 
the North-west Metropolitan Regional Board and, incident- 
ally, chairman of the Central Health Services Council, has 
said that if the hospital services of his region are not to be 
reduced, the registrars will have to be replaced by the 
appointment of more consultants, senior hospital medical 
officers, junior ital medical officers or general practi- 


tioners with the right qualifications and the time. The first 
two categories, who alone can really do the work, will cost far 
more than the registrars they will replace. 


939 
Use of the Bomb 


When President Truman declared at his press con- 
ference last week that use of the atomic bomb was “ always 
under consideration” he was saying neither more nor less 
than it was his duty to say. American strategy is quite 
properly based on the scientific weapons that its great 
industrial resources can provide ; the long-range bomber is 
as much the obvious weapon for Americans as the blockade 
by sea once was for the British, The assumption that 
American statesmen and officers can take any other view is 
wishful thinking, especially dishonest if it is made by allies 
whose foreign and domestic policies take the protection of 
American power for granted. 


It may be argued that the areas and methods chosen so 
far by the Communists for military operations have shown 
the limitations of the atomic bomb, the need for ground 
troops, and for well-chosen and defended positions. All that 
is true enough. But the bomb is intended as a deterrent 
against the worst happening—against a direct attack by the _ 
Russians themselves on some vital sector of the free world. 
And there should be no doubt in anybody’s mind that, if the 
worst did happen, the bomb would be used. 


The immense energy and zeal of the “ peace campaign ” 
over the last two years have perhaps concealed from Moscow 
the fact that the great majority of people regard the measure- 
less suffering and beastliness of protracted war as more evil 
than the use of the bomb. If aggressors can be held in leash 
by the threat of overwhelming retaliation, the majority of 
opinion in free Europe—which has no aggressive intentions 
whatsoever—will support the threat. But if the threat is to 
have its effect, public opinion must mobilise itself behind 
it ; and to do that demands courageous leadership from those 
in public life whose characters and ability are held in respect. 
It would not be the first time that those who sought to 
maintain peace were called warmongers. 


* « > 


Dr Adenauer Under Fire 


Dr Adenauer and the Christian-Democrat party are 
facing critical times, with no sign of support from the Allied 
High Commission or the western Foreign Ministers. The 
Chancellor has been publicly accused by the conservative 
Free Democrat party—partners in his coalition government— 
with carrying out a Uebererfiillungspolittk towards the 
occupation powers. He is branded as worse than Dr 
Stresemann, who earned opprobium merely for his policy of 
fulfilling—not overfulfilling—German obligations towards 
the Versailles powers. 


The main weight of the attack has in the last few days 
shifted from the Chancellor’s policy on the German contribu- 
tion to western defence to the question of the Reich’s debts. 
As a quid pro quo for the slightly greater freedom granted by 
the revised occupation statute, Germany is asked to assume 
liability for the prewar debts of the Reich, and to make raw 
materials available for western defence. Dr Adenauer is 
accused of being ready to sign a blank cheque on behalf of 
the Federal Republic, leaving it to the creditors to fill in the 
figure. It is—as might have been supposed—of little avail 
for the High Commission to indicate verbally that they only 
require a formal acknowledgment that the Federal Republic 
is the legal successor of the Reich. It is not enough to let it 
be known that the division of Germany and the Federal 
Republic’s capacity to pay will be taken into account, and 
that the commercial debts, which the Germans themselves are 
anxious to settle, will have priority over government debts. 
The fact remains that Germany is being committed to a 
financial burden of unknown extent, and it will be a disastrous 
day for the Chancellor if it has to be presented to parliament 
for ratification. 


The prospect of having the Social-Democrat Dr Schumacher, 
or Herr Bliicher, the Free Democrat party chairman, 
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as Chancellor comes unpleasantly closer if Dr Adenauer 
is forced to commit Germany, alone of all OEEC countries, 
to export raw materials required for its home industry, at the 
will of an outside authority. Before long this government 
will also be presented with concrete demands for increased 
occupation costs, or some other form of financial contribution 
to defence. The German refusal is already prepared, on the 
grounds that some three-quarters of the Federal budget is 
taken up by occupation costs and relief for the four million 
pensioners of two world wars. 


Apart from the Chancellor’s person, his party is showing 
signs of strain. It has lost not only to the Social-Democrats 
(who themselves suffered a rebuff from the politically realistic 
Berliners last Sunday), but to the smaller right-wing or 
separatist parties in Bavaria ; and in the last few days, it has 
appeared that the Protestants may secede. In this situation, 
Herr Arnold, the premier of North Rhine-Westphalia, has 
severely criticised his party for following a reactionary social 
policy and called upon it to return to the principles of social 
Christianity upon which it was founded. As party chairman 
and Federal Chancellor, Dr Adenauer is attacked on all hands. 
Mr Bevin, prevented by Korean business from visiting 
Germany, should watch this situation carefully. 


& * x 


How Not to Build a Town 


The report of nine development corporations for the year 
ended March 31, 1950 (HMSO, §s. 6d.) provides fresh 
evidence that the Government does not understand how to 
build a town. The main function of seven of the new towns 
is to relieve the congestion of London. Some of the new 
towns (especially those on virgin sites such as Harlow) also 
provide the town planner with a glorious opportunity to show 
his worth at community building. It was known that there 
would be a high initial cost in providing new services. 
Development corporations were set up, some with a staff of 
over 100, expert consultants were engaged, and everything 
made ready for rapid development. Now—over four years 
after the passing of the New Towns Act—the programme is 
still hanging fire. 

Housing in the new towns has been cut. Hemel Hemp- 
stead’s allocation for 1950 is 250 houses, Stevenage’s is 450 
(for a 15 months period), other of the corporations have fared 
worse. There is no progress to report (save at Crawley) in 
steering industry to the new towns. In addition Sir Ernest 
Gowers, in the plainest of words, speaks out on behalf of 
Harlow against the “ tangled thicket of controls ” under which 
development corporations labour. Each official control can 
be individually justified ; but taken together “they create 
machinery which is in some respects cumbrous almost past 
belief and which produces in profusion officials doing, one 
after another, work that one official could well have been 
trusted to do by himself.” Sir Ernest’s particular complaint 
is of the jealous tutelage exercised by the Ministry of Town 
and Country Planning, which has since—to judge from a 
breezy foreword by the new Minister, Dr Dalton—been much 
modified. 

Dr Dalton has speeded up the official machinery, but he 
has not remedied the main blunder. If the new towns are 
wanted quickly (as they are), it is absurd—especially in view 
of their high overheads—to submit them to capital cuts of 
the same order as those of established local authorities. The 
whole planning machinery is pointless if it cannot establish 
effective priorities—if, for instance, it lets development in 
the new towns proceed more slowly than LCC building in the 
green belt. Moreover, Whitehall must control its passion 
for perfection and uniformity, which makes it try to deter- 
mine the fate of each new town to the last head of population. 
In fact, the new towns have diverse problems and prospects 
which cannot be closely foreseen. The sooner the develop- 
ment corporations afe cut free and allowed to find their own 
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feet the better. Otherwise, those which could succeed wil! be 
strangled at birth and others less successful will be supported 
in a sybaritic uselessness. 


* * * 


Retrenchment on Publicity ° 


The third annual report of the Central Office of Infor- 
mation (Cmd. 8081) for the year 1949-50 is less comprchen- 
sive than its predecessors—because so much has been said 
in other official reports during the year about the work of 
the information services. The process of slimming applies 
also to the size and expenditure of the Central Office itself - 
the staff has been reduced by a seventh during the past 
eighteen months, and the estimated expenditure during the 
current year is just over £3,000,000—25 per cent less than 
the expenditure of two years ago. 


Much of the criticism of the COI from some sections of 
the Conservative Party and press has been captious and jll- 
informed. But there is no doubt that in the first three years 
after the war the COI was trying to perform more functions 
than it could discharge with efficiency and that in the process 
of retrenchment it is coming closer to its proper function 
of being the central publicity manager for the Government 
departments. The section of its work which commands the 
widest respect is that on documentary films: the Govern- 
ment, in Britain at least, is still the most effective patron 
of the documentary method, the more so now since the only 
other attempt at documentary filming on any scale, Mr J. 
Arthur Rank’s This Modern Age, has had to close down. 
Indeed, during this period the COI has won an “ Oscar” 
from Hollywood with a film on Nigeria, and first prize at 
the Venice Festival with a film on the unlikely subject of 
The Liver Fluke. 


Underlying the report there are still traces of a confusion 
of thought about what the Government can and cannot hope 
to achieve by standard publicity methods. For instance, 
the report points with justifiable pride to the success of the 
campaign for diphtheria immunisation—a subject for which 
orthodox publicity is clearly appropriate—while stating else- 
where in the report that “Press and poster advertising 
are the inevitable media for service recruitment” even 
though these methods manifestly failed to stem the down- 
ward trend of recruiting before the recent increases in pay 
were announced. However, if the COI can be fairly accused 
of using stereotyped methods of persuasion, it is also clear 
that there is still a healthy resistance among the British 
people to doing or believing anything merely because the 
Government asks them to. 


x x * 


Forestry Problems 


The report of the Forestry Commission for the year 
ended September 30, 1949 (HMSO, 4s.) strikes a cautious 
note. The planting programme of the Commission itsclf (as 
the accompanying diagram illustrates) has fallen behind the 
ambitious targets set by the Government. This is not really 
surprising; as it is, the Commission has been given 2 very 
generous share in the nation’s capital investment programme. 
Government grants to the Commission have amounted to 
£18.5 million for the first three postwar years, and tighter 
financial control may be foreshadowed in the new ruling that 
unexpended balances must be surrendered to the Exchequer. 


However, Government aid to the Commission must 
increase, not diminish, if it is to fulfil its vast planting pro- 
gramme—intended to increase the present 600,000 acres of 
public forest to an eventual 3,000,000 acres. The Commus- 
sion’s first problem is how to acquire the necessary land for 
continuous expansion. Only 100,000 acres (less than one fifth 
of what was intended) have been purchased in three years. 
This “ disappointingly slow rate of progress” is attributed 
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in part to the increased profitability of hill farming. The hill 
farmers, who are now to get more subsidies from the Govern- 
ment, are reluctant to part with their land to the Commission, 
which is spendifg increased sums of public money in the 
effort to buy them out. This extravaganza is a poor testimony 
to the co-ordinating abilities of the Minister of Agriculture, 
who is responsible for both forestry and farming. 


This is not the whole problem. The most disturbing 
feature of the report is the slow progress of private forestry. 
About one million acres of private woodlands are at present 
in an unsatisfactory condition. Much of this land, however, 
is potentially more productive than the poor uplands that the 
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Commission is busy afforesting. Despite the great preponder- 
ance of private woodlands, only 33,000 acres have been 
privately planted in three years compared with 107,000 acres 
planted by the Commission. This balance is far from satis- 
factory. At the present time, there is no economic justifi- 
cation for vast state schemes of afforestation on bare land, 
when there is more suitable and accessible land waiting to 
de replanted. Private owners have now been given a last 
chance, by way of an improved scheme of Government aid, 
to put their woodlands in order. If they fail to do so, the Com- 
mission should turn more of its energies in their direction. 


* * * 


Screening East-West Trade 


Nothing has so far been decided that is likely to inter- 
rupt the small but useful stream of trade between Eastern 
Europe and the West. American, British and French 
officials have been searching, over the last few weeks, for 
ways of “screening” the east-bound flow without shutting 
it off altogether. Last week they came to their conclusions. 
There is to be a new list of “ absolutely forbidden ” exports, 
uniform for all three countries and somewhat longer than 
the existing lists ; and there is to be a new, and also uniform, 
list of “may be forbidden” commodities, which will 
mean additions to those which are already subject to 
export control. The controls will be used to restrict exports 
in this field if, at any time, they are required for western 
defence, or because they endanger western security by their 
contribution to the east European war potential. 


It is estimated that the additions to the “ absolutely for- 
biddens ” will involve no more than a cut of £3,500,000 in 
the current annual rate of trade between the United Kingdom 
and Eastern Europe. The commodities affected will, with 

exception of small quantities of non-ferrous metals, be 
entirely machinery. It is much more difficult to name a 
figure for the effect of bringing the new commodities under 
quantitative restrictions, but it is not expected to be large. 
Again, it is entirely machinery that is affected, of which 
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electrical generators and locomotives are the most important 
items. A clue to the quantities involved is to be found in 
the fact that total trade in these two items between the 
United Kingdom and Eastern Europe is expected to rua at 
about £1,500,000 this year. 


Thus, so far as can be seen, the effect of the recent 
decisions on current levels of east-west trade is likely to be 
quite small. But this is bound to be the case only so long 
as the question of restricting sales of sterling area raw 
materials continues to be scotched. The officials, oa 
American insistence, came to this problem during their recent 
talks, but hastily shied off again with the comment that it 
could only be decided in a broader political context. Raw 
materials are the only things the Russians are really con- 
cerned about, and any attempt to restrict access to them 
would provoke retaliation. They have inserted a clause in 
their coarse grain contract with Britain, reserving their right 
to stop shipments if they cannot get the things they want 
from the sterling area; and both they and the Poles have 
given formal notice that they will exercise this right if 
provoked. 


Neighbours of the Cominform 


Nowhere are events in the Far East being more closely 
and anxiously watched than on the highly important anti- 
Cominform front in the Balkans. It is clear that Marsha! 
Tito, whilst always preserving what he considers to be the 
sea-green incorruptibility of his Communist dogma, is inclin- 
ing ever further westward. In the Security Council, foc 
example, the Jugoslav delegate has voted with the majority 
in opposing Chinese aggression in Korea, instead of taking 
refuge in the half-way house of abstention. And the Ameri- 
cans have been granted greater facilities than was expected 
to supervise the use to which their food supplies are put 
inside Jugoslavia. 

Marshal Tito has also brought about a reconciliation with: 
Greece. The rail link between Belgrade and Salonika has at 
last been reopened ; the first party—admittedly only a small 
one—of Greek children who were carried off to Jugoslavia 
during one of the cruellest and most unforgivable stages of 
the civil war, have been returned to Greece ; and the Marsha! 
has taken pains to remove Greek fears of his intentions 
towards Greek Macedonia. These gestures have resulted ia 
an agreement to resume full diplomatic relations in the near 
future. Marshal Tito has thereby not only gained for himself 
the great advantage of a friendly instead of a hostile neigh- 
bour along his southern border ; he has also given further 
proof to the western allies of his desire to be accommodating 
—for a Greek-Jugoslav settlement has long been an object 
of their diplomacy. 


The first Cominform reactions have been frequent aad 
categorical assertions that the first object of the “ Belgrade- 
Athens axis,” instigated by its American masters, is a joint 
attack on Albania. This might—Communist technique being 
what it is—foreshadow a Cominform attack on Jugoslavia, 
or Greece. It may, on the other hand, be only the enraged 
reaction of the Cominform to a rapprochement which it has 
always done its best to prevent. In either case the value of 
Marshal Tito’s thirty-odd divisions to the western camp 
remains undiminished. An American writer has pointed out 
that Congress, if it grants Marshal Tito the additional $50 
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million considered necessary to keep his regime stable, will 
be keeping these thirty excellent divisions alert and ready at 
a cost which is less than one-third of what is needed to equip 
and maintain one American division for a year. The comment 
is none the less cogent for being double-edged. 


* * x 


Emergency Teachers 


One of the really successful experiments of the recon- 
struction period has been the emergency scheme for training 
teachers. The response was so good that it caught the 
organisers unprepared and for years Members of Parliament 
were deluged with complaints from applicants who had been 
accepted as suitable for training but for whom places in the 
new colleges could not be found. Men and women were taken 
from other walks of life and from the Forces and given a 
year’s intensive training instead of the normal two-year 
course. Without this emergency measure the schools would 
have been even shorter of staffs than they are now. And the 
success has not been only in numbers. These older recruits, 
with experience of other careers, have proved invigorating 
and stimulating to the schools themselves. 

The official account of the scheme (HMSO, 4s.) shows 
that before the war the teachers’ training colleges turned out 
about 7,000 teachers each year. For the emergency scheme 


some 95,000 candidates were interviewed and 23,800 men 











































A Woman’s Place 


It will be news to most Englishmen that there has for 
some years existed in America a convention or association 
for the assertion, extension and enforcement of the rights 
of womanhood, as those rights are understood by the 
members of that association. . . . The American ladies 
claim for their sex equal eligibility to all professions and 
occupations, to medicine, the law, the church, and even 
to official business. Have they ever considered the 
incongruities which would result were they to share with 
men all these various departments ? ... Have these ladies 
ever asked themselves whether female nerves and female 
strength would be adequate to endure the severe applica- 
tion which the law, medicine, and the public service 
require from their votaries? Do they not know the 
intense labour demanded from the students of any of 
the learned professions—labour which often breaks down 
the constitution of the strongest men ? How would they 
endure the horrors of the dissecting-room, the intricacies 
of the statute-book, the wearing toil of the official bureau ? 
And what would become of their brothers, their parents, 
their children, while they were studying or practising these 
absorbing and exhausting professions ? Where would be 
the gentle amenities of home—the cheerfulness of the 
fireside circle—the well-regulated household—the orderly 
and happy family ? Would the men have to perform their 
duties ? ... No! women have their sphere—a sacred— 
and indispensable—a noble one—a sphere in which they 
are unrivalled and cannot be replaced. It is not by 
leaving their own lines of eminence and elbowing men 
out of theirs that they can hope either to amend their posi- 
tion or elevate their nature. They are first-rate mothers, 
wives, daughters, formers of their children’s minds, 
soothers and counteractors of their husband’s asperities, 
comforters for the wretched, Samaritans for the wounded 
and the sick. And would they forfeit and exchange all 
this, to become incompetent surgeons—third-rate 
physicians—shallow lawyers—wordy, inconsiderate, and 
excitable senators—hasty, impulsive, and discredited 
ministers of state? Those who would thus “leave their 
sphere and rush into the skies” can have no adequate 
consciousness where their true strength and excellence 
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and 11,900 women were accepted. Fifty-five training college; 
were opened and the total cost of the whole scheme to . 
Exchequer was {£20 million. The long wait for places in the 
colleges caused many candidates to withdraw from the Scheme 
and by March, 1950, 19,500 men and 9,500 women had 
completed their training. Of the 70,000 additional teacher: 
which it was estimated would be required in the immediate 
postwar years, the emergency training colleges will therefore 
have contributed about 30,000. 


As so many more of the recruits were men than women 
the relief to hard-pressed infant schools has been small. Most 
of the men chose to take up training suitable for the 9-15 age 
group and few of the candidates were qualified to work in 
grammar schools. Over 10,000 of the men and 5,000 of the 
women came from commercial and clerical jobs; 5,000 men 
came from industry, 2,400 men and 2,500 women from 
central and local government service. Those with technical 


qualifications are proving specially useful in the workshops 
of the secondary modern schools. 


_ With so great a success achieved it is sad that this scheme 
is ending. The schools badly need the breath of fresh air 
from the outside world. From school to training college and 
back to school is no way to give teachers a balanced view of 


life. Somehow a side-entrance to the profession ought to be 
kept open. 


* * *® 


Civil Service Recruitment 


_ The report of the Civil Service Commissioners for the 
period 1941-49 (HMSO, 2s. 6d.) covers both the wartime 
expansion and the postwar reconstruction and consolidation 
of civil service manpower. The war economy and the 
planned economy are alike in calling for a large, complex, 
individually and collectively able, administrative and execu- 
tive body. They require not only first-rate brains at the 
very top, but also a wide dissemination, among intermediate 
grades, of intellectual and human qualities considerably less 
essential to the subordinates of the older dispensation. 


The new status of the Civil Service calls for new criteria of 
selection for Civil Servants, at once more flexible and more 
exacting, mitigating the predominance—without sacrificing 
the quality—of the traditional mandarin type, testing 
character as well as specific intellectual or technical qualifica- 
tions, sorting round pegs into round holes and providing as 
much opportunity as possible for internal reshuffles and 
readjustments. The Commissioners’ report hardly suggests 
that these new criteria have ‘yet been very well established. 
There has been a remarkable and salutary loosening up. For 
the reconstruction po access to the Civil Service was 
necessarily widened to include different age groups and 
different qualifications ; the interview has grown in import- 
ance ; there are more opportunities for regrading within the 
service itself ; while the famous CISSBE “ country house” 
technique of selection may have proved unduly expensive, 
the methods practised at Stoke d’Abernon are being 
developed and refined to greater usefulness. 


So far, so good ; but the maintenance, let alone the raising, 
of standards is another matter. Like everyone else, the 

mmissioners must buy manpower in a sellers’ market. 
Instead of taking, as before the war, only the cream of a 
crop of eager and well-qualified young applicants, they have 
been driven on occasion to lower the qualifying marks in 
order to fill vacancies, In perspective, they are competing, 
skilfully but under a certain handicap, for a larger share of 
a painfully limited stock of ability—ability on which business, 
the universities, nationalised industry, the legal, teaching, 
medical and other professions, and local government all have 
urgent claims to stake out. Whether there is in fact enough 
of such ability available, actually and potentially, to meet the 
minimum requirements of the planned welfare state is the 
wider question that lies behind the Commissioners’ report— 
and to which no easily optimistic answer can be given. 
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AG 


Regd. Trade Mark 


SAV 


IN THE DAYS BEFORE BANKS, country folk often buried their 
money under the hearthstone, and then lit over it the log 
fire which was never allowed to go out. Thrifty couples in 
these days keep up this old rural custom by putting their 
savings into an Aga cooker, which also stays in night and 
day. Here are some of the ways in which the Aga gives solid 
and appreciable savings : 


On Cash: 


So economical is the Aga in fuel consumption that savings in 
fuel bills eventually cover its initial cost. Look at it this way : 
the Aga Model CB has a guaranteed maximum fuel consump- 
tion of 34 tons a year. With coke at £5 a ton this means your 
quarter’s fuel bill is less than £4.7.6 —i.e., for less than a 
shilling a day you have constant hot water and a perfect cooking 
service. Compare this figure with your current fuel budget. The 
difference will give you your monthly saving. And the answer 
will set you thinking seriously. 


On Work: 

How much work the Aga saves! No fire lighting, no black- 
leading, no constant stoking or refuelling, no greasy fumes, no 
soot or smoke. The Aga is as good as a servant in the kitchen. 


On Capital: 


; Since 1929 tens of thousands of far-sighted couples have 
installed the Aga as an investment. They have got their money 
back long since and their fuel savings are now tax free income. 








On Income: 


The Aga CB is the only cooker and water heater which can 
be bought on Hire Purchase over a period of as long as five 
years (and is the only 
cooker and water 
heater on the market 
which is guaranteed for 
ten years). For as little 
as £2 a month (say 
10/- a week or 1/6 a 
day) you can enjoy the 
most efficient cooker 
and an absolutely cer- 
tain, trouble-free 
supply of hot water. 







Send today for full details of all 
Aga models, address your letter to :— 
AGA HEAT LTD., 


20 North Audley Street, London, W.1 
(PROPRIETORS: ALLIED 1RONFOUNDERS LTD.) 


34/7 
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ES, you will find the 

Canadian rather a cool 
customer. He certainly wants 
British goods — is ready to 
buy twice as much as he now 
does. But first you’ve got to 
warm him up—with the high- 
pressure salesmanship he 
expects! American business 
men succeed by doing just 
this. So how about you flying 
to Canada and selling hard 
on the spot? 


DOLLARS RIGHT AND LEFT 


What could be easier —with Trans- 
Canada Air Lines to whisk you, 
with “‘on time” arrival, luxuriously 
across the Atlantic in Jess than a day? 
Tomorrow you can be in Montreal 
collaring valuable dollars right and 
left. T.C.A. operate the most frequent 
service to Montreal and all Canada. 
Ideal, too, for the rich American 
market —there’s a Skyliner service 
direct from Montreal on to New 
York with, if you wish, stop-over in 
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Customers 
these | 
Canadians! 





Montreal at no extra cost. All this is 
yours on this special business man’s 
service, 


Swift Skyliner services link you 
with every important Canadian and 
U.S. city. Let T.C.A. take you there 
and you'll be taking the orders. 


Fly T.C.A. during 
the new ‘‘LOW FARE’’ seasons 


Here's your new travel savings calendar 





Enquire about the | 5-day excursions 


rrans-canapa “11L70J effective January 1, 195! 


Full information and reservations from your 











— AND BRITISH ALL THE WAY! 


Travel Agent or from 27, PALL MALL, LONDON, 
$.w.t. Telephone: WHItehall 0851 (Passengers 
and Air Cargo). 
PRESTWICK AIRPORT, AYRSHIRE, 


Scottish Address: 


SCOTLAND. Telephone: Glasgow 
Central 3428 or Prestwick 7272 
(Extensions 268 and 269) 
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Letters to the Editor 


Farm Price Foolishness 


Sir—The note in The Economist of 
November 25th conjures up a piquant 
picture of the Minister of Agriculture 
sliding down a rising slope of inflating 
farm prices. Unfortunately there is 
more wrong with this note than misused 
metaphors. 


You say that the Minister “has, in 
effect, committed himself to finding 
another {£11 million a year for agricul- 
ture.” He has done nothing of the kind, 
The sum he has undertaken to make 
good to the industry is some two-fifths 
of that figure. It represents the extra 
cost incurred as a result of the wage 
increase, not over a full year, but in 
respect of livestock products between 
November and next March, and in 
respect of the 1951 crop of cereals, sugar 
beet and potatoes for which prices to the 
farmer were fixed at the price review 
last February. 


To use a figure of £11 million is itself 
misleading in the context of the price 
review. It represents the extra cost to 
the industry of the wage increase for a 
full year in England and Wales over the 
whole range of farm produce, whereas 
some 25 per cent of this increased 
expenditure relates to the substantial 
group of horticultural and other non- 
review commodities for which neither 
prices are guaranteed nor markets 
assured. 


Moreover, your note ignores the all- 
important distinction between prices 
fixed last February for current produc- 
tion and prices which will in due course 
be fixed at subsequent February reviews 
for production to which the farmer is 
not yet committed. In the case of the 
latter the farmer retains some freedom 
of action: if he does not like the price 
he can still do something about it, but 
“in the former case he has no remedy 
if costs rise against him. 


The essence of the agreement arrived 
at in 1946 is that sudden and substantial 
changes in production costs between 
annual reviews, at which prices are 
fixed after consideration of all relevant 
factors, including “national economic 
_ requirements,” shall not be allowed to 
prejudice the contract entered into 
between the Government and the 
industry the previous February on 
which farmers’ production plans are 
based—a recognised principle in com- 
mercial practice. 

The Minister did in fact take the 
necessary time to think, in circumstances 
which raised issues of national import- 
ance, and the industry, by undertaking 
to shoulder the extra cost without 
recoupment for four-and-a-half months, 
made a contribution in keeping with its 
responsibility —Yours faithfully, 

TRISTRAM BERESFORD 

Chilmark, Salisbury 

{The Minister has promised farmers full 
recoupment of extra wage costs arising up 
to next March. In theory (as our note 
pointed out) he has done no more, and 
thereafter farmers may be left to find the 


£11 million a year out of their own 
resources. But does past experience sug- 
gest this as being at all likely ? 

If (as Mr Beresford claims) the auto- 
matic adjustment of prices to costs 1s 
sanctified by commercial practice, there 
will be an end of economic progress. Are 
farmers always to rest on claims that costs 
are “beyond their control” ? The tradi- 
tional (and healthier) theory is that higher 
wages serve as an inducement to better 
labour utilisation and higher efficiency.— 
EpiTor.] 


German Rearmament 


Sir,—The foreign policy debate in the 
Bonn Bundestag on November 8th has 
delivered a further proof that German 
public opinion on the problem of 
rearmament can no longer be ignored. 


But what is German public opinion ? 
From the speeches during this debate in 
the Bundestag one would conclude that 
all political leaders agree on one condi- 
tion for their co-operation in the creation 
of a German armed force: full 


‘sovereignty and equality (Gleichberech- 


tigung)—that is to say, no Allied control 
over German foreign policy and an army 
under a German general staff. 


While probably all Germans would 
agree with the first part of that condi- 
tion it would be utterly wrong to believe 
that the politicians express real public 
opinion on the second part. A very 
interesting private poll by the non- 
political Frankfurt Abendpost showed 
the following result: 





per cent 
ainst any form of re-mili- 
Aen Si lsencgetabeenl 68.25 
For re-militarisation on prin- 
EE eaudocthautaschvesageesaves 3.36 
For German units within a 
European army ............. 17.37 
For an independent German 
Wehrmacht (and against a 
European army) ............ 8.26 
No opimion —............... cece eee 2.76 
100.00 





In a public forum of its readers on 
the same subject only one of the thirty- 
seven contributors insisted on a German 
officer corps and general staff. 


At a meeting of about four hundred 
young people in Frankfurt (which I 
attended), the biggest applause did not 
go to their political leader, but to a 
speaker in the discussion who said that 
all young men of his age had made a 
vow never to take up a gun again ; they 
had had enough of fighting, and were 
particularly fed up with the arrogance 
of their officers and the inhuman treat- 
ment meted out by most of them. Now 
the world situation had changed, and, 
of course, he and his friends would not 
stand idle when real danger was ahead ; 
but why should it not be possible, he 
asked, to serve under British or 
American officers ? He would not mind 
that, but he would never put on a 
German uniform again. This last 
sentence brought the house down. 


The German claim for equality might 


be met by asking German staff officers 
to assist in the European general staff. 
Under certain precautions they could do 
little harm and might do a lot of 
good.—Yours faithfully, 


WALTER FLiess 
Frankfurt /M. 


German Deflation 


Sir—Mr Balogh in your issue of 
November 25th draws attention to the 
difficulties arising from Germany’s 
exhaustion of her quota with the 
European Payments Union. He ascribes 
it to “wild speculation in sterling and 
commodities, made possible by the dis- 
mantling of direct controls.” “Only a 
small fraction of the losses of foreign 
exchange was due to the worsening of 
the current balance of payments.” These 
statements are not borne out by facts. 


Germany’s original quota in EPU of 
320 million units, against 520 million for 
France, was evidently too low—as is 
proved by EPU’s proposal to grant her a 
temporary credit of $120 million and 
release $60 million she owes; yet even 
with a higher quota, a hitch might have 
occurred. For Germany is a deficit 
economy with very slight reserves. On 
November 15th, the Bank der Deutschen 
Lander held only $236 million after 
having lost $90 million since September 
30, 1950 (within a similar period last 
year, Great Britain lost $311 million, 
though protected by direct and indirect 


controls of all sorts). For 1949, 
Germany’s trade deficit was $1,100 
million; it was almost covered by 


$956 million of United States assistance. 
During the first half of the current year, 
this deficit was running down at what 
would amount to $650 million a year. 


The rapid price changes following the 
Korean war made imports swell in the 
four months, July to October, 1950, to 
almost twice those of the same period in 
1949. Exports went on growing rapidly, 
but importers bought ahead, because 
they did not want to pay higher prices 
later on, as reasonable business men and 
responsible governments have done else- 
where. Talks about sterling revaluation 
reinforced these trends; they induced 
some exporters to retain exchange longer 
than they otherwise would have done. 


Germany had liberated her imports 
according to EPU rules. Some members, 
Great Britain among them, were slower 
to liberate their imports from Germany. 
Others sold to Germany under liberalised 
terms goods which originated outside the 
union (amounting to perhaps $25 
million). There was, moreover, a ume 
lag between payments for imports, which 
had to be made almost immediately, and 
for exports, which were coming in more 
slowly. Mr Balogh’s picture of an 
economy of gamblers and wasters, who 
have run amok under the impetus of 2 
new laissez-faire, laissez-aller policy, 
does not correspond to facts. Quile 


possibly, the same situation would have 
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arisen if the German Government had 
gone in for bulk buying; planning 
governments frightened of being caught 
“short ” are inclined to over-buy. 


The German crisis is purely an import 
crisis, and not, like Britain’s crisis last 
year, an export crisis; exports have 
risen from $81 million in October, 1949, 
to over $200 million in October, 1950. 
Of course mistakes have been made, 
import licences have been granted too 
freely, some excessive investments have 
been sponsored, and some luxury goods 
may have crept in. Are these mistakes 
bigger than those in which completely 
controlled economies indulge, and which 
have to be hidden by devaluation ? 


Mr Balogh’s suggestion that Germany 
should return to a fully controlled 
economy, and reverse her liberalisation 
of imports, will hardly find favour with 
EPU. For cutting imports means cut- 
ing somebody else’s exports, a method 
by which Great Britain managed to 
transfer some of her troubles to other 
nations. Germany would certainly not 
get a credit of $180 million if she used 
the escape clause. 


Mr Balogh is horrified that the 
experts approve credit restrictions 
(already adopted by the Central Bank), 
and press for balanced budgets and 
investment cuts. He fears that unem- 
ployment will rise to last year’s high level 
of 2,000,000o—at that time controls were 
still in force. During liberalisation, it 
has rapidly decreased ; even now in the 
winter and when credit restrictions have 
already been at work, it has hardly risen. 
Tt could not be kept low without the 


grant of $180 million, for without 
imported foods and raw materials people 
cannot work. 


The experts’ plan can be expected to 
be temporarily successful. A permanent 
solution depends on the tackling of 
Germany’s central economic problems, 
which depend on international policies. 
Mr Balogh’s main anxiety is, however, 
not that the expert’s deflation scheme 
may fail, but that it will succeed. In 
that case, he fears, “it would set a 
dangerous precedent for Britain, should 
a turn in the world’s economic position 
lead to renewed tension in our (dollar) 
balance of payments.” It really would 
be too bad if Britons were to be shown 
that progress can be made by liberalising 
policies and shedding controls.—Yours 
faithfully, M. J. Bonn 


London, N.W.3 


The Encroaching 
Corporations 


Sir,—In his reply to your note on 
British European Airways Mr Masefield, 
BEA’s chief executive, puts forward two 
arguments and makes one observation. 
I am even more concerned with the way 
in which the corporation is presenting 
its case than with its merits. 

Mr Masefield maintains that because 
BEA agrees to the granting of the same 
number of permits for the operation of 
routes by private companies as were 
granted last year, it is not squeezing 
charter firms from the air. In itself his 
argument does not prove anything, and 
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in the light of his closing remarks it 
seems ominously likely that good routes 
have been exchanged for bad. How can 
one form an opinion without such 
details of the routes as the port of 
departure, the frequency of services, 
passenger and freight capacity, etc.? 
Has Mr Masefield given all the relevant 
facts ? 


The second argument is positively 
misleading. Perturbed by your accusa- 
tion that BEA is judge in its own 
cause, he says, “We merely make 
recommendations to the Air Transport 
Advisory Council—an independent 
body. ... This council decides whether 
applications shall be granted, modified 
or refused, It is, in fact, a licensing 
authority. In the past it has certainly 
not accepted the recommendations of 
BEA in all cases.” But in Dr A. M. de 
Neuman’s little classic on “ Consumers’ 
Representation in the Public Sector of 
Industry,” ATAC is classified as a form 
of consumers’ council, and these bodies 
certainly have no licensing power. It 
would be enlightening to know whether 
on any occasion applicants or their 
representatives have been allowed to 
appear before this authority. We are 
told that it has shown some independ- 
ence by not agreeing to certain of 
BEA’s recommendations. More detailed 
information on this would be welcomed. 

By pointing out the need for a real 
licensing authority Mr Masefield has 
proved beyond doubt the correctness of 
your note.—Yours faithfully, 

STUART BOWES 

London, S.W.1 


Books and Publications 


A Counsel of Patience 


The Curtain Isn’t Iron. By Joseph C. Harsch, Putnam and Company, Limited. 190 


pages. 8s, 6d. 


_ Mr Harsch, so well known to BBC 
listeners, did well to publish this stimu- 
lating little book in London as well as 
New York. It should save us from 
judging too hastily that Eastern 
Europe’s five satellite states have already 
taken on the “monolithic” form that 
Soviet policy has designed for them; 
and, what is just as important, it reminds 
us of the erratic and sweeping general- 
isations to which American _ public 
opinion inclines. Mr Harsch does his 
best to correct some of these and to 
plead for patience. His view of the wise 
American policy for the future might be 
summed up in six words: “Keep Jugo- 
Slavia independent and be patient.” 


It is useful to have the reminder that 
ve years of pressure from Moscow has 
met with serious reverses. The iron 
Curtain, as a strategic obstacle, is weak 
at its flanks, for in the north Finland 
beat off in 1948 an attempt at a Putsch 
on Czech lines, and in the south Tito’s 
defiance has survived for two and a half 
years. In Austria there has been “ the 
most complete and finished victory yet 
won by the west ”—a Socialist victory, 


Mr Harsch points out. In Poland far 
more energy has gone into national 
recovery than into Sovietisation, even 
with Rokossovski in the seat of power. 
Ideas do penetrate the — curtain. 
Nationalism still brings Poles and Czechs 
into conflict with anyone who tries to 
“co-ordinate ” their industrial planning. 
The fanaticism of the Communist centre 
grows cold around the fringes. 

Mr Harsch wants Americans to 
realise that it is useless to dream of a 
return to prewar ways. If an east Euro- 
pean country should succeed in breaking 
away from the Russian sphere, it will 
have to keep police rule—to control the 
agents of the Cominform. It will want, 
also, to keep the main features of its 
social revolution, and to keep the state 
in its new administrative role. It will 
not want German hegemony to take the 
place of Russian. In fact, if the 
Americans had liberated the east they 
would now be goading on governments 
to many of the reforms that have been 
accomplished. 

There is much to be said for Mr 
Harsch’s counsel of patience, for the 


plain fact is that no one is ready to go 
to war to liberate Eastern Europe. But 
is he not a little too optimistic ? He 
sees the dilemmas of Russian policy as 
a westerner: in Poland the collective 
farm is needed to make the peasant 
politically reliable, but the effort to en- 
force it reduces production; the 
measures for security taken by Com- 
munist governments’ reduce their 
loyalty to, and respect for, Moscow ; the 
effort to create an empire creates weak- 
ness instead of strength. Experience 
surely shows that Russians, confronted 
with such dilemmas, go ahead ruthlessly. 
It likewise shows that the Communist 
Party is a past master at eliminating 
political alternatives. Mr Harsch per- 
haps counts too much—though he does 
not say so—on the political qualities of 
the exiles in America. 


There is one piece of advice to his 
fellow countrymen that Mr Harsch does 
not give, but which may be offered here: 
it is that American policy should work 
much more through European channels. 
If it is intellectual and political resist- 
ance that is to be kept alive, then France 
and Britain still command in Eastern 
Europe more respect than does the 
United States. But if there is to be one 
day a great act of liberation, it is to the 
Americans that eastern Europe will look 
to hold back the Germans. 
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Defence in a Nutshell 


Defence in the Cold War. A Report 
by a Study Group of the Royal Institute 
of International Aflairs, 123 pages. 4. 


This is an admirable piece of work, 
The products of group consultation tend 
to be compromise documents, in which 
every side of every question ds set Out 
and commonplaces take the place of con- 
clusions. But Sir kan Jacob’s group 
has arrived at firm and specific conclu- 
sions, which their draftsman has set 
down in terse and clear language. The 
result is to make the report what the 
Americans call “required reading.” 


The drafting is so economical that it 
is hardly possible to summarise the argu- 
ment without distorting it. It must 
suffice for a brief review to pick out one 
or two of the more striking of the specific 
conclusions. In the view of the group, 
the danger against which it is necessary 
for the Western nations to be prepared 
is not so much that of open war d la 
Hitler as of a long-drawn-out cold war 
waged by the Russians. This is defined 
as “all mischief short of war”; recent 
events suggest a revision to “ all mischief 
short of war directly involving the 
USSR itself,” and even this may prove 
to be unduly optimistic. But it still 
seems the most probable hypothesis ; 
and it carries with it an important corol- 
lary—that the present programme of 
building up strength must be a long- 
term one. That means that it must be 
pursued by methods that either are, or 
can be made to be, compatible with the 
democracies’ normal pursuit of happi- 
ness. There might have been more dis- 
cussion in the report of how this is to 
be done—particularly, perhaps, on the 
economic side. The true argument is 
not so much whether the democracies 
can “ afford” an adequate programme of 
defence, either materially or spiritually, 


but what happens to them in the 
affording. 


The report is insistent that the crucial 
area of Western defence is in Europe. 
This, of course, is quite right ; and it is 
also quite right to insist that the defence 
forces necessary to make Europe secure 
should not be under-rated—the group 
puts them at §0 to §§ divisions, at least 
a third of them armoured, a tactical air 
force of §,000 jet-fighters and 1,000 
tactical bombers. Perhaps, because of 
this perfectly proper concentration upon 
Europe, the report’s recommendations 
for other parts of the long front are on 
the verge of being weak. There is a 
suggestion, for example, that 


if Western policy—or an Asian Govern- 
ment—could build up an association of 
South Asian States with Governments 
sirong enough to deal with the internal 
threat of Communism, it is for careful 
consideration whether the interest of the 
Adantic Powers would not be better 
served by this group’s declaring armed 
neutrality in case of war than by its 
taking part in defence preparations that 
would cause a further drain on the war 
potential of the West. 


Is this not the Third Force idea in an 
Asidifiguise ? And is it not optimistic 
in the highest degree to expect the con- 
ditions to be fulfilled ? Or again, it is a 
litle disturbing to find, in a report so 


well informed and obviously authorita- 
tive as this, that less space is given to 
the Middle East than to Spain. 

But there are minor blemishes. Those 
who wish to have a convincing, balanced 
and readable view of the problem of 
Western defence could hardly do better 
than spend five shillings and three hours 
on this report. 


No Thoroughfare 


Return From Utopia. By Richard Law, 
Faber and Faber, 12s, 6d, 


“A perfect society is no more to be 
realised than a perfect human being, and 
the search for Utopia has always ended 
in disillusionment. . . . To turn our 
backs upon Utopia, to see it for the 
sham and delusion that it is, is the 
beginning of hope.” There is more to 
these prefatory remarks of Mr Law’s 
than a warning against rushing one’s 
fences, or aiming at Overambitious objec- 
tives. Utopia is a delusion not merely 
because it is unattainable, but because, 
were it attained, all the specifically 
human virtues would wither in_ its 
atmosphere. 

The bulk of “Return from Utopia” 
is, however, concerned with wrong roads 
to earthly perfection rather than with 
the hollowness of perfectionism itself. 
Mr Law is an able and warm- 
hearted Tory, with the qualities and 
defects which that description implies. 
He has the historical piety, the sense of 
individual dignity and obligation, the 
combination of realism with charity 
towards his exasperating fellow-mortals, 
which is the strength of his kind; he 
has also the peculiar unwillingness to 
think things through, the propensity to 
conduct arguments at the level of intel- 
lectual pat-ball, and the incapacity to 
imagine other viewpoints than his own, 
which are among its characteristic weak- 
nesses. He has much that is sound to 
say about the political, economic and 
social characteristics of the ‘world of 
today, about Britain’s position in that 
world and the errors of British policy 
both before and after the second World 
War, about the planned economy, the 
free market, the relationships of the 
British Commonwealth, America and 
Western Europe in the economic and 
political fields; and he excels in the 
quotable phrase—“ Self-control, even 
more than vigilance, is the price of free- 
dom,” or, in a different strain, “ The 
British capitalist has been thinking 
mainly of preserving his fortune, the 
American intent upon winning his.” 
He also shows evidence of a capacity to 
master, when the necessity occurs to 
him, economic arguments of some 
complexity. 

Yet he can discuss the question of 
public control, its boundaries and tech- 
niques, or the nature of the dollar 
problem, or the causes of depression, 
with the dogmatic naiveté to be expected 
in a Brighton-to-London Pullman ; while 
his picture of a Britain sunk in lethargy 
and frustration suggests rather the 
mutual disgruntiement of an Angela 
Thirkell teaparty than the findings of an 
ordinarily wideawake observer. Again 


206 pages. 


and again he lays himself open to attack ; 
any clever young Socialist could make 
mincemeat of him, and doubtless plenty 
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will. Anyone who values wisdom as 
well as cleverness, however, wil] discount 
the particular errors, the blind Patches 
and conduct his private controversy with 
Mr Law in different terms—terms 
relating not to the expediency or inexpe- 
diency of this or that political o; 
economic measure, but to the “ true end 
of man.” Mr Law’s prescription of 
religious—and specifically and dogmati- 
cally Christian—revival cuts him off 
from a good many of his natural allies ; 
but one need not share his dogma to fee! 
that there is, in his view of the human 
problem, more realism than can be found 
in many works less __ intellectually 
vulnerable. 


The Social Sciences 


The Science of Humanity. By K. G. 
Collier. Thomas Nelson and Sons. 339 
pages, 12s. éd. 


It is a pity that this book attempts so 
much in a modest space, because its 
éntentions are admirable, and the author 
is a thoughtful and stimulating writer. 
As it is, however, the book is neither a 
clear textbook of principles and methods, 
nor a thorough discussion of objects and 
achievements. It is directed to the 
teachers, students and enquiring laymen 
who are increasingly falling under the 
spell of the prestige of “ science ”—that 
is, the self-confidence and solid cohesion 
of the natural sciences ; and it sets out 
to describe the methods used and the 
results achieved in the application of 
scientific principles in the various social 
sciences, with the object of inspiring the 
same enthusiasm for them, within the 
proper limits. As if this were not a big 
enough bite to chew in one book, how- 
ever, the author goes on to discuss the 
problems of human welfare at consider- 
able length in an admittedly speculative 
way. However good his opinions and 
conclusions are, in going so completely 
against the canons of scientific objec- 
tivity he has described in the earlier 
chapters he will disillusion and confuse 
the reader and blunt the point of his 
lesson. 


The exposition thus compressed into 
half the book is planned on somewhat 
grandiose lines, with chapters on evolu- 
tion, heredity, instinct, neurology, ¢n- 
docrinology, psychology, anthropology, 
sociology and economics ; statistical 
theory is developed en passant. Some 
of these subjects are left in the air, and 
are barely referred to in the subsequent 
discussion ; if they had been omitted 
entirely, there would have been space for 
a more leisurely development of the 
others. As it is, however, the ordinary 
reader will probably be bewildered and 
discouraged in trying to assimilate this 
extensive field of knowledge so rapidly ; 
the author, as a teacher, should know 
the dangers of trying to cram too much 
into his pupils’ minds, and might have 
been wiser to content himself with a 
clearer and more rudimentary treatment. 


In spite of all this, the book contains 
a great deal of useful material presented 
in an interesting way, and in good hands 
would, as the author intends, prove 
valuable as a basis for discussion groups 
and class¢s. 
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Cold News on Hot Money 


Capital Imports and the American 
Balance of Payments, 1934-39. By 
Arthur 1. Bloomfield. 
Chicago Press. 340 pages. 46s. net, 


In the six years from the end of 1933 
to the end of 1939 the United States 
ran a net surplus on current account of 
just over $2.6 billion. It also enjoyed 
an identifiable net capital inflow of $6.0 
billion and an unidentified net inflow on 
either current cr capital account of $2.4 
billion. In consequence, just under $10 
billion of gold and just under $1 billion 
of silver poured into the country in these 
six years. By all the accepted concerns 
of orthodox economic recovery this vast 
and prolonged movement should not 
have happened. The countries that were 
losing the gold should have leaped to 
their bank rates, cut down internal em- 
ployment, incomes and spending, and 
set their balance of payments to rights. 
In America, as foreign funds poured in, 
incomes and spending should have risen 
and the rate of interest should have 
fallen far enough to encourage American 
industrialists to inflationary excesses and 
foreign speculators to shift their funds 
elsewhere. In the 1930s, however, deficit 
countries were unwilling to cut down 
their employment levels below the 
miserable level then existing ; American 
industrialists were much too bemused by 
slump psychology to be encouraged by 
a low rate of interest; and foreign 
“speculators,” who wanted to get the 
Atlantic between their funds and Hitler, 
were not primarily concerned with 
interest rates at all. 


The great virtue of Mr Bloomfield’s 
book is that it contains an exhaustive 
study of the sources of this capital inflow 
into America and of the channels through 
which it flowed there. This hard core 
of statistical research is so well done, 
in fact, that an unexpected reward 
awaits those who plough through the 
dry crust that surrounds it. Unfortu- 
nately, however, it is a safe forecast that 
only a few unusually diligent students 
will do so. For Mr Bloomfield devotes 
an unconscionable amount of space to 
explaining to the already convinced why 
the dead horse of classical monetary 
policy should not be tco soundly flogged 
for failing to function in the 1930s ; in 
some chapters, indeed, he prolongs this 


Uni versity of 


agony by elevating every platitude ever 
uttered about hot money to the status 
of an economic theory—and then tracing 
its development back to the ark. In so 
doing he drowns the substance of three 
or four very interesting—if somewhat 
out of date—articles in the 340 pages of 
a rather dull book. 


Humorist and M.P. 


Independent Member. By Sir Alan P. 
Herbert. Methuen. 503 pages. 215. net. 


The significance of this book is three- 
fold. First, it is a slice of autobiography 
of one of the most engaging figures of 
our day. Second, it is a social com- 
mentary, a “documentary ” of that tre- 
mendous period covered by the years 
immediately preceding the war and by 
the war itself. Thirdly, it is a critique 
of the working of the Parliamentary 
system and of the party system in 
especial. In one volume, A.P.H. has 
compressed material enough for three. 


A.P.H.’s Parliamentary period (he de- 
clines to call it a “ career”) was marked 
by hatred of solemn humbug and a 
passion for human freedom. The two 
combined led him into a whole series 
of one-man campaigns against his pet 
aversions. The divorce laws, the betting 
laws, the law of libel, the entertainments 
tax, the wrongs of merchant seamen, all 
these and others impelled him into action. 
The degree of success that he achieved 
was, for one man, very remarkable. 
Apart from bringing about the biggest 
reform of the divorce laws for some 
generations, he initiated all sorts of other 
changes which, even when not brought 
to full fruition by him, were subse- 
quently completed by others. It takes 
nearly two pages of print to record his 
“ Won Causes.” 


What made his campaigns so remark- 
able, and what indeed contributed 
greatly to his success, was the mixture 
of moral indignation and irrepressible 
wit and humour which he brought to 
the job. He will for long remain, 
perhaps for ever, the one member who 
has had the impudence to make a Par- 
liamentary speech in verse of his own 
composing. This was his Irish ancestry 
very visibly protruding. 

In its third aspect the book constitutes 
a critique of Parliament. A.P.H. makes 
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no secret of his affection for the queer 
archaic forms of Parliamentary proce- 
dure. He values the historical continuity 
of its traditions, and feels to the full the 
force of its collective personality. He is 
in every sense “a Parliament man.” But 
he was a very unusual one, and in his 
comments on the party system and the 
place of the Independent in politics he 
probably reaches as just an assessment 
as has been published anywhere. He is 
sure that “the party system is right and 
necessary.” All cannot be fly-halves— 
there must be a scrum. There must be 
regular troops, however gallant and 
showy the guerrilla life in the woods. 
There must even be the Orderly Room, 
with Whips who know everything and 
can guide the less well-instructed. The 
King’s Government must go on, and that 
means that Ministers must be backed by 
loyal reserves. Similarly, the Opposition 
must be governed in an orderly manner ; 
or they will become a ragged and 
impotent rabble. 


Yes—but! ... But there are all sorts 
of issues which Governments desire to 
dodge. They are issues which may bring 
them into conflict with the “ organised 
minorities” by which Britain is so 
largely governed. They may be issues 
on which votes are easy to lose and hard 
to come by. But they may well be issues 
which in the public interest ought not 
to be shirked. Here is the field for the 
Independent who is prepared to “die 
daily ” in defence of what he believes. 
The long list of Independents from Cob- 
bett to Plimsoll, and from Plimsoll to 
Herbert, and the issues they insisted on 
bringing to the fore, shows how neces-. 
sary they are. 


The abolition of the University seats 
—in some ways the meanest thing done 
in the last Parliament—removed the 
senior burgess for Oxford, and closed a 
door by which many able and inde- 
pendent men have been able to enter 
Parliament. Some day, perhaps, univer- 
sity representation will be restored. In 
that case A.P.H. may again grace the 
Westminster proceedings. In his last 
words to the House A.P.H. said— 
“Whether we go up or down, let us 
show that we can be gracious, and 
gallant—and gay.” He himself was 
gloriously all three combined, and he 
has left a notable record of himself and 
his work. 





Ready in January, 1951. 
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Edited by T. WILSON and P. W. S. ANDREWS. 


Probable price, 21s. net. 
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Shorter Notices 


International Economic Disintegra- 
tion. By W. Répke. Hodge. — 283 
pages. 218. 


Tuis reprint of an im portant work which, 
written before the war and first pub!ished 
in 1942, did not for obvious reasons get the 
attention which it deserved, is more topical 
than one would think. Professor Répke’s 
underlying thesis is the seme as that which 
forms so essentia: a strand in the argument 
cf his more recent “Crisis of Our Time” 
end “Civitas Humana”: that the market 
economy, whether nationally or  inter- 
nationally considered, is rat “ sociologically 
autonomous” but “a _ highly sensitive 
artifact of occidental civilisation,” and that 
38 imcreasingly yisible shortcomings and 
partial collapse are due not to any inherent 
contradiction, but to the breakdown of the 
social and international code of decent 
behaviour within which it functioned. The 
analysis of that breakdown, the sequences 
through which it takes effect, the different 
aspects which it assumes in differently 
characterised communities, occupy most of 
his attention; on the more positive side 
he is content (while referring the reader, in 
this edition, to the later works named 
above) to outline the agenda of necessary 
inguiry into the “ rational scheme of inter- 
national division of labour” in a healthy 
society. Necessarily, some of the matter 
Gates ; but more often it is with an uncom- 
fortable shock that one reminds oneself 
that the policies which Professor Répke is 
criticising are those of the nineteen-thirties, 
net those of today, and that the country 
pre-eminent in their pursuit is not Socialist 
Britain but Nazi Germany. 


It is time, incidentally, that a protest 
was registered against the repulsive produc- 
tion of Professor Répke’s books. All have 
been unpleasantly bound and hardly less 
unpleasantly printed ; the present volume 
is the worst of the Jot. 


Economic History of England. By H. 
©. Meredith. Pitmon.- 434 pages. 
ios. 6d. 


No history can be compleiely up to date, 
and events have already overtaken this fifth 
edition of the Meredith classic, edited by 
C. Ellis; but its penetrating evaluation of 
the salient features in English social de- 
velopment enables the reader to draw illu- 
minating analogies between his own condi- 
tion and the evolving experience of his fore- 
bears which created it. The wealth of 
information is enhanced by the logical and 
€pigrammatic style of the writer and his 
balanced and humane judgments. 


The book, in fact, has a threefold utility. 
First, it is a well-planned survey of the 
action and reaction of economic and social 
changes, based largely on Cunningham’s 
great work, “The Growth of English 
Industry and Commerce,” whose more 
intricate research is here reduced to easily 
assimilable form ; secondly, it is a reference 
book for all who seek succinct information 
on trade, money, agriculture, industry and 
the Jike ; and, thirdly, the general surveys 
which introduce each section would in 
themselves form a book, giving the non- 
specialist an admirable picture of the 
growth of English life and character from 
medizval times to our own. 


Mid-Century : The Social Implica- 
tions of Scientific Progress. Massa- 
chusetts Institute of Technology. John 
Wiley and Sons, Inc. 549 pages. $7.50. 
Chapman and Hall, London, E.3 


Tus most attractively produced com- 
memorative volume provides a verbatim 
record of the proceedings of the Mid- 


Century Convocetion of the Massachusetts 
Institute of Technology, held in the spring 
of 1949; proceedings chiefly memorable 
to the casual newspaper reader as having 
afforded the setting for perhaps the greatest 
of Mr Churchill’s post-war speeches. The 
record is annotated, edited and supple- 
mented by the institute’s Dean of Humani- 
ties, Dr J. E. Burchard, with skill, grace, 
dignity and occasional apt humour ; and 
much of the matter is eminently worth 
preserving. Nevertheless, it is question- 
able whether a volume so massive, so 
costly, and necessarily containing so much 
of merely subsidiary or passing interest, 
was really the best form in which to 
preserve it. 


Le Franc, 1938-1950. By J. G. Merigot 
and P. Coulbois, Paris: R. Pichon and 
R. Durand-Auzias. 426 pages. 


Tue price of this book is not printed. 
That fact—and it applies to wellnigh every 
book published in France—epitomises its 
subject matter: the depreciation of the 
franc. When the currency is as unstable as 
it has been in France over the past 25 years, 
it is far safer to pencil in the price of a 
book and so make it easily amenable to 
periodic adjustment. The authors have 
provided a magnificently documented 
history of the French franc between 1938 
and 1950. In their interpretative passages, 
however, they so abhor the mechanistic 
approach, even with its Keynesian. refine- 
ments, and incline so much to the psycho- 
logical (“inflation est l’inadaptation patho- 
logique des offres et des demandes de 
marchandises et de monnaie”) that they 
lose sight of the most important of all 
factors in the depreciation of the franc, 
namely, the chronic inability of the French 
Government to meet its outgoings out of 
revenue. A little more emphasis on this 
basic factor would have given far greater 
realism to this otherwise excellent study. 


No Woman’s Country. By ' Michael 
Langley. Jarrolds. 221 pages. 168. 


Mr. LANGLEY, who has written from all 
over the Middle East for serious journals, 
now produces a jaunty book about the 
Sudan. A practised hand at picking up 
facts, he gives a considerable amount of 
information about the country. But he has 
chosen to present it in a way that will 
appeal only to those who like wading to 
knowledge through a sea of prattle. The 
items emerge higgledy-piggledy in an order 
dictated only by his zigzag line of progress 
across an inadequate map. Banter with 
air hostesses and chapters called “ Bongo! 
Bongo! Bongo!” are not to everyone’s 
taste in their search for details of the 
Sudanisation of the Civil Service, the state 
of mind inside Gordon College, the rate 
of Nile damming, and the virtues of the 
Gezira scheme of land tenure. Yet these 
are all there, but they are uncritically 
recorded. Lonely English enthusiasts for 
their work are never disinterested 
showmen, and Mr Langley, with his ex- 
perience, should have known better than 
to take everything at its face value. 


The Lovely Land. A Lyrical Interpreta- 
tion of the Realm and People of 
Sweden. By S. F. A. Coles. Chap- 
man and Hall, 251 pages. 18s. 


“HER Royat HIGHNESS—with whom I had 
enjoyed a ten minutes’ conversation . . . 
only a few days before.” “... the nylon- 
encased limbs of a blonde flicka.” hese 
phrases, selected at random, give a fair idea 
of the quality of this book. It is a curiously 
embarrassing mixture of egocentric travel 
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reporting and spurious and often iTelevant 
‘rudition, Factors of prime importance 10 
understanding the various aspects of Sy eden 
under discussion tend to be omiitcd. On 
page 145, for example, the way in which 
Sweden has translated “into reality the 
Utopian dreams of other nations” js atyy). 
“uted entirely to the fact thet it has been 
at peace for well over a century. Bur the 
country’s late industrialisation and its pos. 
session of certain valuable resources are et 
least as important. 

It is indeed diificult to praise this arch 
and ill-balanced book. Chapter 26, consist. 
ing almost entirely of the Swedish historian 
Selander’s, explanation of the Swedish 
character to the PEN Congress in Stock- 
holm in 1946, is excellent. But the adu!a- 
tion, the uncontrolled “lyricism” and the 
trite sentimentality of the rest of the book 
render it quite unworthy of the land end 
people it purports to interpret. 


The Diary of Sylas Neville, 1767-1388. 
Ldited by Basil Cozens-Hardy, Ps... 
M.A.,F. S.A. Geoffrey Cumberlege. 0 
University Press. 3§7 pages. 218, 

ALTHOUGH Dr _ Sylas Neville clearly 
possessed considerable ability, his career 
turned out to be singularly useless and 
profitless. But he left behind him a diary 
which provides many vivid, amusing and 
informative sidelights upon the life and 
events of his age. He was at various 
times a gentleman of leisure in London, a 
minor country squire in Norfolk, a medical 
student in Edinburgh and an unsuccessful 
doctor in Norwich. In his earlier years 
he professed a violent and vituperative 
Republicanism, and expressed great indig- 
nation over the wrongs of the “ poor 
Americans.” He was both a connoisseur of 
sermons and of the theatre. He cult vated 
music, the arts and antiquities with no 
less zeal than the beauties of Nature. He 
travelled widely throughout this country, 
and noted carefully all he saw from the 
houses of the great (the Duke of Rich- 
mond’s house at Goodwood was “for a 
Duke’s seat . the meanest I ever 
saw”) to the factories of Birmingham, 17 
one of which he was amazed by the vauiety 
of different operations required to produce 
a single button. This volume contains 
about two-thirds of Dr Neville’s diary. 
admirably edited with a judicious sprink- 
ling of helpful foomotes. It seems a pity— 
but is perhaps inevitable with a character 
capable of such inconsistencies and 
naiveties as Dr Neville—that amongs! so 
much that is eminently worth recording 
there should still have crept in a certain 
amount that hardly seems worth it. 


lord 


The Market for College Graduates. }v 
Seymour E. Harris. 
Press. 207 pages. $4. Geoltrey Cum. 
berlege 32s. 


Tne Korean war has solved the shori- 
term problem of finding jobs for the half- 
million students who graduated from 
American universities this year, but the 
long-term problem remains and is brought 
down to hard facts in this book. If America 
comes anywhere near to achieving its ideal 
of making a college education available to 
all who want it, there will be 15 milbon 
graduates alive and wanting work in 1970, 
five time as many as were employed in 1940, 
with no prospect of a similar expansion (0 
professional opportunities. As long aS 2 u")- 
versity education is regarded as a traning 
for a particular job rather than for life in 
general, whether lived as a farm hand or 2s 
a lawyer, the 2uthor thinks that there !s 4 
real danger that the attempt to give the 
highest education to the highest number 
will lead only to a discontented and {rus 
trated intelligentsia. 


Harvard University 
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Christmas 
. when families 
foregather and the 


toast is ‘ Absent Friends’ 







when the world is 
girdled with greetings and you 
take thought of the folk over- 
seas . . . Christmas is the time to 


send cables, for remembrance means so much. 





877 Taperits 
67/3 inc.Tax 
Hand in or ’phone your 


cables to any Cable & 
Wireless or Postal Tele- 


graph office. 
GIVE THE GIFT 


CABLES cost ” little ern ) THEY WOULD CHOOSE 


Pen and Pencil set FOR THEMSELVES 


Five shillings will send a ‘ 
short social cable any- 
where in the Common- 
wealth. 





This Christinas 


case AND WIRELESS SERVICES 103/11 ine. Tax 
: Obtainable from all Stationers, Jewellers and Stores 
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AMSTERDAM 
GERMANY 


UNITED STATES SCANDINAVIA 
SOUTH AMERICA : GERMANY 
AUSTRALIA AUSTRIA 
ORIENT 
NEAR EAST 

WEW ZEALAND ; ORIENT 

SOUTH AFRICA AROUND the WORLD 

SOUTH AMERICA 





“NOW PAN AMERICAN OFFERS 
MORE ROUTES AND SERVICES 





DOUBLE-DECKED “STRATO” CLIPPERS* FLY 


FROM GLASGOW to Amsterdam, Frankfurt, 
New York, Boston, South America. 


FROM SHANNON to London, Frankfurt, Paris, 
Rome, Beirut, New York, Boston, South America. 


FROM LONDON to Frankfurt, Shannon, New 
York, Boston, South America. 


In addition, Constellation-type Clippers’ fly through- 
out Europe...to every continent...around the world! 


“Thrift Season”’ round-trip fare reductions to 
America are now in effect. Call your Travel Agent or 


P Pan American at 193/4 Piccadilly, W.1 
(REGent 7292) 
Also at Prestwick Airport 
(Glasgow Central 9780) 


PAN AMERICAN 


WORLD AIRWAYS 


WORLD’S MOST EXPERIENCED AIRLINE 


* TRADE MARK, PAN AMERICAN WORLD AIRWAYS INC, 
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Sige aert 0 


Books are the best of all gifts, and still 
the best value for money. If in doubt 


what to choose, give Book Tokens. 
Five new designs this year, obtainable 
at all good bookshops. 


Exchange values; 3s. 6d., 5s., 
7s. 6d., 10s. 6d., 12s. 6d. and 21s. 
plus 4d. service fee each card. 


AND FOR THE CHILDREN 


Book Tallies 


120 designs available. 74d. each, 7s.6d. set of 12 


Library 
by Post... 





see eee 


Country dwellers and people who just can’t find time to 
visit a W.H.S. Library branch will find our POSTAL 
LIBRARY SERVICE a great blessing. Books are 
supplied to your own list of titles and the service 1s 
arranged so that you are never without a book. 
Complete the coupon below and post it—TO-DAY. 





W.H.SMITH &SON Please send me full particulars of your 
BRIDGE HOUSE POSTAL LIBRARY SERVICE. 
LONDON, S.E.1. 


, 
To aasetenenuppenafunemnesscunsneranre? 
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AMERICAN SURVEY 





Fruit of Treason 


Washington, D.C. 

NE of the first problems of the new Congress—and 
O one which should, but probably will not, be tackled by 
the old one before it dies—will be the Internal Security Act 
of 1950. It is under this Act, known by the name of its 
author, Senator McCarran, that many thousands of prospec- 
tive visitors to the United States have either been refused 
visas, turned back on arrival or kept waiting on Ellis Island 
for days or weeks before being allowed to land. There is 
much in the Act which needs amendment, but the passage 
which has caused the immediate trouble at American consu- 
lates all over the world and at home ports is that part of 
sect.on 22 which states that 

any alien who is a member of any one of the following classes 

shall be excluded from admission into the United States ;... 

(2) (C) (IV) the Communist or other totalitarian party cf any 

state of the United States, of any foreign state, or of any 

political or geographical subdivision of any foreign state... . 

The language of this passage is quite clear: membership, 
even in childhood, of any Nazi, Fascist or Falangist party is 
enough to warrant the exclusion of any individual, As 4 
result. the musical life of the United States came near to 
complete disruption. For a time it seemed likely that the 
Metropolitan Opera season would either have to be aban- 
doned or a makeshift opera house built on Ellis Island. Mr 
Joseph Szigeti spent five unexp!ained days in custody and it 
was only lack, on the part of the immigration officials, of 
enough courage to enforce the law rigidly that saved Mr 
Arturo Toscanini from being sent back to Italy. And all three 
of the ch’ef candidates on November 7th for the Mayoralty of 
New York, had they been born a few years later, would have 
been sent packing when they applied for admission to the 
country if the McCarran Act had been on the books ; all 
three were born in Italy. 

Section 22 and the wording chosen in a year when few 
Senators lose much sleep over the possibility of German or 
Italian aggression (if, indeed, Senator McCarran and the other 
chief supporters of the Bill ever did) are interesting because 
they exemplify two enduring American characteristics : 
obsession with ideologies and addiction to egalitarianism. 
The enemy is defined as Communism, pure and simple, rather 
than Russian expansionism using Communism as its weapon 
of the moment. And, since Communism is a totalitarian 
philosophy, it would be grossly unfair, the reasoning runs, 
to proscribe one kind of totalitarianism without, at the same 
time, proscribing all kinds. The Congress of the United 
States sees nothing inconsistent in denouncing the French 
for their reluctance to accept, as defenders of democracy, 
German divisions which are unlikely to be made up exclu- 
sively of proven anti-Nazis, while simultaneously passing 
laws which suggest that their own nation cannot even endure 
the presence, to take one example, of a man who joined the 
Nazi Party to keep his job and feed his family, but who 
resigned in disgust in 1938. It is obviously a waste of time 
and valuable manpower to worry about such people. In 
the year 1950 it would be absurd to pretend that any visitor 
or immigrant is a danger—a clear and present danger, in 
the precise definition of Mr Justice Holmes—unless he is, 


to a greater or lesser extent, an agent of the Soviet Union 


It is the contention of the Attorney General in a petition 
filed on November 22nd with the Subversive Activities 
Control Board (set up under the Internal Security Act) that 
the Communist Party of the United States is a Communist- 
action organisation, as defined in the Act, which requires such 
organisations to register by October 23rd. None have done 
so. There is hardly anybody in the United States today who 
believes that the Attorney General is exaggerating or that 
his contention does not apply to the Communist parties of 
other countries as well. But the registration of resident 
members of the Communist party and the exclusion of others 
who try to enter the country is only a small, though very 
necessary, part of the whole attempt to tighten the hitherto 
loose security methods of the United States. 


* 


Until recently, Benedict Arnold had been for 170 years 
not only the prototype of all traitors, but also the only one 
whose existence the United States was prepared to admit. 
The only legislation under which traitors could be tried was 
so weak that during, and after, both wars any number were 
either not brought to court, or rewarded with sentences 
which suggested that juries took a lenient view of treason. 
So the fiction grew that “the American way of life” was 
uniquely proof against foreign ideologies or internal dis- 
satisfaction. But, during the second trial of Mr Alger Hiss, 
Mr Julian Wadleigh, who had admitted to stealing secret 
papers from the State Department and giving them to a 
Communist agent, was asked what Mr Alistair Cooke calls 
“the most sacred challenge of our day”: “ Did you believe 
in the American way of life 2?” It was something of a shock 
when he answered: “Substantially I did.’ The obvious 
sincerity of Mr Wadleigh, who is described by Mr Cooke 
as “a walking symbol of the shattered gailantry of the 
idealistic Left, a fugitive from the ruins of the Popular Front 
and the classless society,” showed that, during the nineteen- 
thirties, at least, there had been honest men who believed 
that the American ideal stood a better chance of fulfilment 
under a Communist state than under Hooverian capitalism. 


This discovery, during the Hiss trials, that men and 
women of American ancestry (as well as many immigrants 
and children of immigrants) could betray their country 
because, as Mr Wadleigh said, “I thought I was doing the 
right thing according to my principles at that time,” has led 
the public and the Congress to concentrate on those who 
hold mistaken beliefs rather than on those who give aid and 
comfort to the enemy. Communists, more than traitors, are 
the present quarry. Communism is an alien philosophy, and 





‘* AMERICAN SURVEY ”’ is prepared partly in the 
United States, partly in London. Those items which 
are written in the United States carry an indication 
to that effect; all others are the work of the editorial 
staff in London. 
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. the more picturesque parts of Mr Whittaker Chambers’ 


story—of cells, apparatuses, Russian Colonels and men 
known only as “ Carl”—which had a flavour of foreign 
intrigue, gave support to the idea that, without continuous 
renewal from abroad, Communism at home would eventually 
wither. 


* 


But there were other parts of Mr Chambers’ evidence 
which should have been studied with more care than the 
dramatic passages. He said, among other things, that those 
who were to do active work were not given party cards and 
it is quite clear that, whatever happened at one time, 
espionage is now carried out entirely by men and women 
who neither belong to nor have any contact with the 
Communist Party. Those who are ordered by their Soviet 
masters to work their way up to positions of importance in 
the federal government are, like spies in every other country, 
unlikely to be found sponsoring subversive organisations 
(or even mild liberal ones). They have probably joined the 
local Rotary Club and are busily denouncing those of their 
neighbours who doubt whether Formosa is America’s first 
line of defence. Such people will not be reached by the 
McCarran Act which will, as the President said when he 
vetoed it, “actually weaken our existing internal security 
measures and would seriously hamper the Federal Bureau 
of Investigation.” 


Nor will the Internal Security Act prevent the Russians 
from using a simpler method of getting what they want than 
that of infiltrating government departments or setting up 
conspiratorial cells. And it is a method which fully accords 
with “the American way of life” (subsection “ Freedom of 
the Press”). The stealing of secret documents is now cer- 
tainly a dangerous trade for officials ; the publication of their 
contents by newspapers is, on the other hand, a meritorious 
public service. All the microfilms found in the famous 
Chambers pumpkin, underrated though their importance may 
have been, hardly added up to the single document published 
in the Chicago Tribune three days before Pearl Harbour. 
And the North Koreans would probably have paid a battalion 
of spies to get the detailed information about the time, place 
and strength of a coming counter-attack which the United 
Press sent out during the most desperate days in the beach- 
head. The Soviet Union would be well advised to place its 
best agents, in future, on the staffs of anti-Communist news- 
papers, allowing them to be fed by expendable characters 
within the government. Transmission of information would, 
under this system, cease to be a problem ; publication would 
take its place. And the Russian underground would, no 
doubt, pick up, as well, one or two Pulitzer Prizes for dis- 
tinguished reporting. 

There has been, since the end of the war, a tendency in 
other countries to think that the United States has become 
hysterical about its own Communist Party. American 
opinion, on the other hand, believes that other countries (and 
the United Kingdom, in particular) have been too lax in 
their treatment of their own. Both may well be mistaken, 
because the United States, as Russia’s chief antagonist, is 
logically the main objective of the Soviet Union and the 
destination of its best agents. The United States seems 
hysterical because its hurried legislation is designed only 
to harry amateurs or penitents. So it will remain until there 
is a thorough understanding that what matters is the amount 
and quality of the information which is illegally transmitted 
from Washington to Moscow—not the beliefs of those who 
transmit it. 
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American Notes 
Raising the Sights 


Even before the large-scale intervention of Chinese 
troops in the Korean war cast a “ more ominous shadow 
over the prospects for world peace,” Congress was ready to 
give the President his supplementary military appropriations 
quickly and with few questions. The unexpectedly large 
amount requested, $16.8 billion, is not explained by the 
Chinese aggression, for the figure had already been fixed, 
but now the money will evidently be spent more rapidly 
than was planned. The increasing gravity of the world situa- 
tion was responsible for the great urgency of the President’s 
accompanying message ; as Mr Truman said, the United 
States must now raise its sights, in terms of both manpower 
and production. How far and how fast they will have to be 
raised, no one yet knows ; all that is certain is that for the 
moment they must go up as quickly as possible and that 
the rise must not be checked by even a temporary shortage 
of moncy. 


The latest request for funds is therefore intended only 
to speed the present partial mobilisation and to lay the 
foundations for a rapid full mobilisation should it become 
necessary. The new appropriation will in no sense be a war 
budget, even though it brings the total to be spent on defence 
in the current fiscal year to three times the amount estimated 
last January, an amount roughly equal to the $12.4 billion 
spent during the first four months of the Korean war. More 
money may well be needed before next July and the services 
now have high hopes of being given the $50 billion they 
want in the 1952 budget. The following table shows what 
partial mobilisation means in terms of men and money :— 


Appropriations 














Strength 
(thousand men) ($ Million) 
: a, 
June une Total for 
30, 30, 1951 | aon 1951 
1950 | (projected) | “4 Fiscal Year 
le icoctuttbacntidemnniiins 593 1,265 9,211 16,461 
Air DD senesenssiebaturs 411 651 4,603 13,946 
Dl tkenebthes 4nteo<enned 382 689 
Marine Corps............... 14 166 I 2,979 mane 
Department of Defence ..... 7 “a 51 684 
WORD ccsvincovecnses 1,460 | 2771 | (16,844 | 41,840 





In terms of arms these new funds mean an additional $4 
billion for tanks, guns, ammunition and vehicles for the 
Army. The Air Force will have $2 billion, in addition to 
the $3 billion it has already been allocated this year, for 
aircraft ; in consequence the 70 group goal should be reached 
by next summer and 85 groups are in view for a year later. 
The Navy is to speed up work on ships already being built, 
to convert additional aircraft carriers and to order 18 mine 
sweepers. 


The Atomic Energy Commission’s sights are being raised 
as well; it is to expand its output of fissionable materials 
and of atomic weapons, at a cost of over $1 billion, as its 
answer to Russian aggression. Members of Congress will 
certainly agree that this is the right answer, however much 
they disagree about the conditions which should govern the 
use of the bomb. The even more controversial hydrogen 
bomb has come one stage nearer to actuality, with the 
announcement that 250,000 acres are being set aside in 
South Carolina for the plant whege tritium and other 
materials will be made for the bomb by the du Pont Company. 


* * * 


Mobilising Metals 


The shortage of raw materials for defence productior 
was underlined for Americans, as the Prime Minister arrived 
in Washington, by a new batch of controls on the use o 
critically scarce metals for civilian purposes. These limita- 
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tions on copper, zinc and nickel—aluminium and cobalt were 
already restricted—do not reflect the latest increases in the 
armament programme, which Mr Truman has just put before 
Congress ; these, and those still to come, will undoubtedly 
bring more drastic and widespread regulations for civilian 
industry. But until the Defence Department makes up its 
mind, or has it made up for it by events, on the degree of 
mobilisation that is mecessary, the National Production 
Authority has nothing to guide it but guess-work when 
calling up metals. In such a fluid situation, it will not be 
surprising if the protests of businessmen and trade unionists 
are justified to some extent and if shortages of raw materials 
for civilian products hasten and intensify the industrial 
dislocation inevitable during the change-over to defence 
contracts. 


NPA is understood to be willing to relax its orders in 
individual cases of special hardship, and it has already had 
second thoughts about aluminium. The cut-back in civilian 
use of this metal is now to come gradually, and not until 
March will the full limitation be imposed, to 65 per cent of 
the average employed in the first half of this year, when 
demand was lower than at present. The complaints of manu- 
facturers may also explain why the latest series of restrictions 
turned out to be less severe than had been expected, but it 
may be that NPA barked worse than it intended to bite in 
the hope of checking price rises. Civilian consumption of 
copper is being curtailed by from 15 to 20 per cent, zinc 
by a straight 20 per cent, nickel by 35 per cent. 


NPA considers that these limitations are the minimum 
necessary to ensure that adequate supplies will be available 
for military production ; they apply only to the first quarter 
of next year. After that industry will really begin to feel the 
impact of the defence programme, and then much more 
comprehensive controls on raw materials can hardly te post- 
poned. The copper order brought with it a hint of the next 
stage in the mobilisation of metals. It was suggested that the 
use of copper for non-essential purposes may soon be for- 
bidden, in order to ensure that enough will be available for 
products in which there is no satisfactory substitute for 
copper. 


* x * 


Wages on the Escalator 


The steel industry, by agreeing to an II per cent 
increase in wages, ranging from 12} to 28 cents an hour, has 
made certain that there will be no repetition of last year's 
strike at a time when it might endanger national security. At 
the Government’s urgent request, price increases have been 
confined to an average of $5.50 a ton, the amount by which 
the rise will increase the cost of making steel, and the industry 
has agreed to absorb increases in other costs which will 
amount to nearly as much. 


But higher steel prices, however moderate, cannot fail, in 
time, to push even higher the cost of living, which in October 
had already reached a new peak. And this in turn will 
generate more wage demands, despite the steel industry's 
insistence that its agreement concludes a round of post-wat 
wage increases, rather than initiating a new one. The degree 
to which prices and wages are fellow-travellers on the same 
upward escalator was underlined last week by the news that a 
million workers will automatically receive rises of two or three 
cents an hour to compensate them for the rise in the con- 
sumers’ price index over the last three months. This now 
stands at 178.4 per cent of the 1935-39 average, 31 per cent 
higher than in 1946 when price controls were still in force. 
Further increases are expected, and the modernisation of the 
index now going on, to make it realistic by including the cost 
of television sets, home permanents, frozen cake mix, and 
unrestricted rents, will put the employers under pressure to 
make even larger adjustments. Most of the large automobile 
firms have accepted cost of living clauses, patterned on the 
original General Motors formula, and this is helping to 
increase prices of cars. 
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The trade unions clearly prefer this method of dealing with 
higher prices—* built-in inflation” though it be—to the 
imposition of price controls. This is because the Defence 
Production Act insists that if price controls are imposed on 
an industry, wage controls must not be far behind. How far 
they may lag, and whether cost-of-living clauses are to be 
exempt from any wage freeze, are two of the headaches in 
wait for the new Wage Stabilisation Board. 


Most businessmen believe that now the steel workers have 
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caught up with the wage procession, there is no excuse fot 
delay in controlling wages. Mr John L. Lewis, whose con- 
tracts with the coal owners do not expire until April, woula 
not agree, but Washingion, in view of the speed-up in defence 
production, is resigned to at least some price and wage 
controls by next spring. After, it is said, some forty rebuffs, 
the Administration has at last found a man brave—or fool- 
hardy—enough to take on the job of price administrator in 
Mr Michael DiSalle, the Mayor of Toledo, Ohio, The cast of 
economic stabilisers is now complete. 


* * * 


Crime and Punishment 


The Kefauver committee investigating organised crime 
has struck such terror into the underworld that it now has 
to keep its itinerary secret for fear of finding the birds flown 
when it arrives in a new city. But the accomplishments of 
Senator Kefauver, himself a Democrat, are regarded with 
some sourness by his own party and with enthusiasm only 
by the Republicans. It is held by a number of Democratic 
bosses that the ill-timed searchlight he turned on murky 
corners in the big cities was a factor in a number of 
Democratic defeats in November. 


The outstanding case is that of Senator Lucas, in Illinois. 
One of the contributory causes of his defeat was the 
nomination on the same ticket of Police-Captain Gilbert 
to be sheriff of Cook County, and dispense its $2 million 
patronage. Captain Gilbert appeared before the committee 
just before the election, and the man whom Chicago news- 
papers call the “ world’s richest cop” conceded that he had 
accumulated a fortune of $360,000 on a $9,000 salary—he 
said by shrewd speculation on the markets. Of 187 gang 
killings during his term of office, he had brought not one 
murderer to justice. In the scramble to defeat Captain 
Gilbert, Senator Lucas lost votes in Chicago which he badly 
needed to compensate for Republican majorities in rural and 
suburban districts, 


Allegations of criminal influence also played an important 
part in the surprising victory of Mr Impellitteri over the two 
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machine candidates in New York City. The Acting Mayor 
made the most of the police scandal which broke almost as 
soon as he took office. He demonstrated the independence 
assumed for the election, and added insult to the injury of 
running at all, by charging that Tammany Hall, the Demo- 
cratic organisation in Manhattan, was controlled by Mr 
Frank Costello, ex-convict and reputed overlord of the 
gambling rackets. Friendly overtures from Tammany have 
gone unanswered by the new Mayor; his new broom is 
iiching to sweep out the old residents and install his own 
tenants. Having failed in his first attempt to dislodge Mr 
DeSapio, the leader of Tammany, a grand jury is now 
investigating accusations, made during the campaign and 
since. that hoodlums and gamblers exercise influence over 
Tammany’s appointments. 


The jubilation of the Republicans at the amount of dirty 
Democratic linen being washed in public should be tempered 
by a realisation that temptations are seldom spread before 
the party out of power. A Republican regime in Philadelphia 
has not escaped Senator Kefauver’s eye. And the Democrats, 

f they were honest, might admit that Senator Kefauver will 
have done their party a good turn, in the long run, if he 
succeeds in demonstrating that, in politics at least, the 
toleration of crime does not pay. 


to x a 


Investment Bankers on Trial 


The investment banking business should be an open 
book to those who have the patience to read the evidence in 
the anti-trust case against seventeen leading firms and the 
Investment Bankers Association just opened by the Attorney 
General. Judge Medina, who not long ago presided at the 
irial of the eleven Communists, confesses that he comes to 
the case with no knowledge of investment banking, but with 
a determination to be educated, at whatever cost in inter- 
ruptions to the legal-talent on both sides. It is certain to be 
a lengthy and contentious process. 


The case has been hanging fire since 1947. when the 
government first filed its charges. These. are that the 
defendants, among whom are numbered Morgan Stanley and 
Company, Lehman Brothers, and Kuhn Loeb and Company, 
have conspired successfully since 191§ to monopolise and 
restrain the offering of new securities to the public. These 
seventeen firms are said to have controlled 83 per cent of ail 
new security issues of $1,000,000 or more in the fifteen years 
irom 1922 to 1947 ; 93 per cent of their business is alleged 
to have been obtained by participating in syndicates managed 
by ene of their number. The rest of the 4,000 investment 
banking firms had to be content with a meagre 17 per cent of 
the pickings. 

The practices which, it is complained, were used to per- 
petuate the monopoly included agreements to recognise that 
a banker who had supervised a company’s financing at one 
time had a traditional right to supervise it for ever after, and 
that firms which had taken part in a syndicate had established 
rights to similar shares in future flotations. Shopping around 
for better terms was frowned upon. Competitors were frozen 
out, or their acquiescence obtained by admitting them into 
syndicates, with the result that the companies were deprived 
of the benefits of competitive bidding. The prosecution cited 
in particular an agreement in 1941 and 1942 with institu- 
tional investors, who were to withhold bids for new issues 


in return for a promise that they would receive at least half 
the securities involved. 


The defendants, who have not yet had their day in court, 
will urge that this agreement was undertaken with the 
approval of the State Superintendent of Insurance and was 
designed to reserve some share for the smaller insurance 
companies. On the broader charge, they will deny the 


existence of any conspiracy, and will plead that the practices 
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complained of are standard in the industry. This is an 
argument, however, which did not avail the cement industry 
when the Supreme Court ruled against its basing-point 
pricing. Self-defence might be a more effective plea ; it is 
well known that increasingly the larger industrial companies 
rely on their own retained profits for financing and, accord- 
ing to the bankers, insurance companies and other institutions 
have taken more than half the new industrial securities in 


the past six years. These, however, are relatively recent 
developments. 


* * * 


Charity at Home 


To those in foreign countries whe have been at the receiy- 
ing end of the cornucopia filled by private American charity, 
it comes as a surprise to learn that in recent years only one 
per cent of such charity has gone to foreign relief. The figure 
would be higher if the sums contributed indirectly through 
religious bodies were included, and higher yet if allowance 
were made for gifts sent to personal friends and acquaint- 
ances. Furthermore, the “ statistically-average family "—two 
parents and two children, with a gross income of $5,004 a 
year—contributed $120 to the Marshall plan in 1949 alone, 
in the form of taxes. In that family, charity nevertheless 
begins at home, for it spent $111 on tobacco in the same year, 
and $218 on alcoholic beverages, while only $97, less than 
two per cent of its income, went to help others. 


_ According to the comprehensive report on philanthropy 
since 1929, just published by the Russell Sage Foundation, 
families with annual incomes below $5,000 nevertheless con- 
tributed some 80 per cent of the amount given to charity by 
individuals, This is explained by the large number of families 
in the low income group but, when judged by percentage of 
income, the poor give as much as do the rich, with the excep- 
tion of a few outstandingly large contributors, and more 
than do those in the middle income groups. Individual gifts 
make up 74 per cent of total philanthropic income, interest 
on capital 14 per cent, bequests and gifts from charitable 
foundations 7 per cent, and contributions from corporations 
only “5 per cent. These corporate gifts are usua!ly made 
during the annual and much-publicised collections organised 
by the Community Chests to help groups of local charities. 
In 1945 business contributions to charity reached a peak of 
$266 million, but have declined now that there is no longer 


an excess profits tax collector, in whose eyes charity covered 
a multitude of profits. 


The total amount given to charitable organisations to 
which contributions are deductible for purposes of taxation 
stood at $4 billion in 1949. It had more than tripled in twenty 
years, although the increase was of course much smaller in 
terms of the purchasing power of the charitable dollar. Half 
of this money goes to religious agencies, which are responsible 
for many types of benevolent institution. Health and welfare 
agencies were given 15 per cent, higher education 8 per cent, 
and “charity rackets” got away with 3 per cent. 


Shorter Note 


“ Dollar-a-year ” men are returning to Washington, even 
though President Truman disapproves of people working for 
the government for nothing and continuing to draw remu- 
neration from their former employers. He feels that in an 
emergency such highly qualified men should be ready to 
work at the much lower federal rates of pay. But the 
present defence programme looks comparatively permanent 
and it has proved practically impossible to find competent 
men who are prepared to take responsible government jobs 
at government salaries. Mr Truman has therefore agreed 
that they should be allowed to work without compensation, 
when there is no other way of obtaining men of the necessary 
experience and ability. 
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$141,452,371.76 


Reserves for Taxes, Unearned Discount, Interest, etc. 15,224,912.79 
Dividend Payable October 16, 1950 . ‘ . 4 1,350,000.00 
Outstanding ‘Acceptances . 9,191,379.24 
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THE WORLD OVERSEAS 





Revolutionary Policy in Asia 


(By a Correspondent) 


N the recent foreign affairs debate in the House of 
Commons the Foreign Secretary declared that he did not 
pretend to know what were Chinese “ motives or intentions ” 
in their intervention in Korea. As the Minister is supposed 
to keep himself informed of the policies of foreign states, 
he showed a curious vagueness, and even bewilderment, in 
speaking about the actions of Communist China. Yet, as 
an old trade-unionist, Mr Bevin might be expected to have 
taken an interest in the so-called “ Conference of Asian and 
Australasian trade unions,” which was held a year ago in 
Peking as a regional conference of the World Federation of 
Trade Unions. At that conference—which immediately 
followed Chinese celebrations of the 32nd anniversary of 
the Russian October Revolution—certain leading Chinese 
Communists made their intentions crystal clear, and recent 
events in the Far East take on an added significance in the 
light of their speeches. 


The conference was attended by 117 delegates from 13 
countries—the Soviet Union, China, Mongolia, Korea, India, 
Vietnam, Burma, Siam, Indonesia, Ceylon, the Philippines, 
Malaya and Persia. It was also attended by M. Louis 
Saillant as General Secretary of the WFTU and by such 
Communist specialists in international trade-unionism as 
Toledano, Le Leap, Pena, Zupka and Blokzijl. The official 
trade union organisations of Australia and New Zealand 
refused to send delegates, but Mr E. V. Elliott attended as 
representative of the Communist-controlled Australian 
Seamen’s Union. The conference had nothing to do with 
what western countries usually understand as trade union 
affairs ; it was essentially a Communist political gathering, 
and much of its time was taken up—even in the public meet- 
ings, and much more in committees behind the scenes—with 
discussion of international revolutionary action. Indeed, it 
was obvious from the start to discerning observers that the 
conference, and the permanent liaison- bureau which it set 
up, were intended to provide an Asian counterpart to the 
Cominform in Europe. The reason why the WFTU was 
ased for this purpose in November, 1949, whereas it had 
not been so used at the time of the creation of the Cominform 
—an overtly Communist political organisation—was that in 
the meantime the British TUC, the American CIO and other 
democratic trade union groups had withdrawn from the 


This body had from the outset been designed by the 
Soviet Government and the Communist leadership in the 
French trade unions as an instrument of international 
Communist propaganda and intrigue ; and it was the pro- 
Communist activities of its packed secretariat which finally 
compelled the British and American unions to leave it. But, 
as long as the latter remained within it, it could not simply 
be used for the old Comintern functions of co-ordinating 
the policies of Communist parties in various countries ; so 
the Cominform had to be set up as a separate organisation. 
Only after the non-Communist elements had withdrawn from 
the WFTU could it be used without obstruction as a new 
Comintern. This stage had been reached by the time of 
the Peking Conference in the autumn of 1949, and there 
was no serious attempt to conceal the exclusively Com- 


munist character of the occasion. Nevertheless the WFTU, 
as a substitute for the old Comintern, had, and has, the 
advantage that it can be used to control workers who give 
no direct allegiance to any Communist party. 


The holding of the conference for the Asian and Australa- 
sian unions in Peking was a gesture of tribute to the victorious 
Chinese Communists and also of appeal to the peoples of 
Asia on a pan-Asian basis. However, the non-Asian element 
was by no means absent ; Saillant and three Russian dele- 
gates, Soloviev, Yakovlev and Rostovsky, played an extremely 
important part at the conference. The Chinese end of the 
business was in charge of Liu Shao-chi, and it was from him 
that the delegates heard the most authoritative exposition of 
Marxist-Leninist doctrine in its application to the current 
situation in Asia. Liu declared that— 

the Chinese people’s revolution against imperialism and 

feudalism was the direct continuation of the October Revo- 

lution, Stalin had said that the October Revolution con- 
stituted the first stage in world revolution, for the further 
expansion of which it provided a strong base... . The 
Chinese revolution greatly strengthened and expanded the 
base for developing world revolution. . . . The revolution 
would grow at an unprecedented rate ; as Molotov had said, 
the world was now in an age in which all roads led to 

Communism. . . . The dying reactionaries and imperialists 

were in uttei panic. .. . They were all “ paper tigers ” who 

could and should be struck down, as they had been long 
ago in the Soviet Union, later in the new democracies [of 

Eastern Europe] and now in China; they would be struck 

down in other countries too, if only the people in those 

countries would unite together to fight resolutely against 
them instead of believing in their deceptions and threats. 


Liu Shao-chi and other speakers stressed the importance 
of forming “ national liberation armies” on the Chinese 
model wherever possible, to fight against the “ imperialists ” 
and their “lackeys” (in which category were placed the 
governments of India, Burma, Indonesia, the Philippines and 
South Korea). It was emphasised that revolution could not 
be achieved except by force, and that Chinese Communism 
had been successful because the Chinese working class had 
been “ untainted by traditions of social democracy.” China 
followed “the political line of internally carrying out the 
people’s democratic dictatorship under the leadership of the 
working class and internationally uniting with the Soviet 
Union and the revolutionary peoples of the world.” The 
manifesto adopted by the conference read in part as follows: 

The Conference calls on the workers and all the oppressed 
peoples of Asia to resist with determination the armed offen- 
sive of the colonialists. . . . Working men and women who 
still suffer under the persecution and violence of imperialism! 

s to the victorious struggles of national liberation, 
and particularly the great victory of the Chinese people, 
the national liberation movements will inevitably develop 

still further in a number of Asian countries... . 


The record of Communist strategy and activity in Asia 
since this meeting just over a year ago has shown that the 
speeches made on that occasion still provide valuable pointers 
to the mood and intentions of the Party in China and else- 
where. In the absence of direct information from Peking 


they should receive more attention than they have. 
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Constitution Making in 
Pakistan 


[FROM OUR KARACHI CORRESPONDENT] 


Qvuick-FIRE legislation has become the order of the day in 
Pakistan, and Karachi’s hard working officials seem prepared 
to produce, at a moment’s notice, Bills covering anything 
from preservation of ancient monuments to punishment for 
sending indecent telephone calls. Prolonged deliberation, on 
the other hand, has attended the framing of the constitution. 
The first big step was taken in March, 1949, when the 
Constituent Assembly passed the “ objectives resolution,” 
which established Pakistan’s future character as an Islamic— 
but not theocratic—state. Committees set up for the pur- 
pose have now produced interim reports on fundamental 
rights and basic principles, and these reports have been 
debated in a recent session of the Assembly. 


The fundamental rights report has been adopted. The 
big question was whether the Hindus, and other minority 
communities in Pakistan, could ever feel themselves at home 
in a state whose ideology was based on principles of Islamic 
democracy and Islamic social justice ; no one could quarrel 
with the idea of a state wedded to the idea of democracy 
and social justice, but what exactly was the effect of the 
religious qualification ? A partial answer to these questions 
was provided by the debate, at the conclusion of which the 
spokesman of the Hindus from East Pakistan—who form the 
official opposition party—announced, amid cheers, that the 
minorities had now nothing to fear in Pakistan. The Prime 
Minister chimed in with the claim that the minorities were 
as safe in a godly state as they would be unsafe in a godless 
State. 


Eleven Million Hindus 


All this is satisfactory as far as it goes, but mere guarantees 
of safety or absence of fear are not enough. The 11 million 
Hindus will not really feel at home, unless they get the 
sense of really belonging to Pakistan, and being as good 
Pakistanis as their Moslem brethren. 
conclusion can ever be reached depends partly on the Hindus 
themselves, and partly on the spirit with which the admirable 
provisions of the fundamental rights report are worked in 
practice by Pekistani officiaidom—especially at its lower 
levels—and the Muslim public. : 


All citizens are to be equal before law, and no persons are 
to be deprived of life or liberty save in accordance with law 
(though the right of habeas corpus can be suspended by the 
government in case of grave emergency). All forms of 
forced labour are declared unlawful, and so is the practice 
of untouchability. The right to profess and practise any 
religion is guaranteed, subject to public order and morality, 
and every citizen is assured of freedom of speech, freedom of 
association, etc. It only remains for this charter of individual 
liberties to be implemented in the spirit as well as according 
to the letter of the constitution. The comparatively few 
opponents of the present government profess to be extremely 
sceptical on this point. 

The report of the basic principles committee met with a 
very poor reception, particularly in East Pakistan, where some 
organs of the press had been describing it as undemocratic, 
un-Islamic and fascist. Even the Provincial Moslem League 
appears to share in the dissatisfaction, and some of the office 
bearers have publicly denounced the committee’s proposals. 
Briefly, these are that the state should consist of a federation 
of the provinces and acceding states. The executive power 
of the faderatinn is to vest in the head of the state, whe is to 
be elected by a joint session of both Houses of the central 
legislature, “The legislature is to be bicameral; the upper 
house will be called the “ house of units,” and will represent 


Whether this happy | 
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the legislatures of the units of the Federation ; while the 
lower house will consist of members directly elected by the 
people and will be styled the “ house of the people.” 


From the earliest days of Pakistan, the Eastern Province 
has always tended to smart under a sense of neglect, and a 
feeling that Karachi, and Western Pakistan generally, would 
like to treat it as an outlying colony. What the East Bengalis 
now particularly resent is the recommendation in the report 
that the several provinces, including backward Baluchistan, 
are to have equal representation in the upper house. This 
is considered to be a device intended to deprive the East 
Pakistan representatives of the majority to which they would 
normally be entitled in the legislature, as a whole, having 
regard to the fact that their province holds 58 per cent of 
the population of Pakistan. The committee’s recommenda- 
tion that Urdu should be the national language of the state 
is also naturally unpalatable to East Pakistan, which has 
long urged that Bengali should be given equal status. These 
and other objections have been put forward so vociferously 
that the government has decided to defer further considera- 
tion of the basic principles report until early in 1951, in 
order to give those interested full opportunity to offer sug- 
gestions on the subject. 


The East Pakistan view, broadly, is that the proper solution 
for a country of Pakistan’s peculiar geographical structure 
would lie in the setting up of a federation of two provinces, 
and two only, East and West Pakistan. The powers of the 
federal centre would be limited to defence, foreign policy 
and currency. Most observers would support this schemé 
up to a point, but not all the way. They would not care 
to see the centre unduly weakened, but would be happy to 
see the provinces of Western Pakistan integrated, in the 
interests of economy and efficiency. The North West 
Frontier Province, the Punjab and Sind put together contain 
fewer districts than pre-partition Punjab ; and they are indi- 
vidually too small to support top-heavy legislatures which 
merely become breeding grounds of squabbles and jealousies. 


France’s Non-Partisan Party 


[FROM OUR PARIS CORRESPONDENT] 


Nopopy quite knows whether the French general election 
will be held next spring, next autumn or next summer. 
Climatic reasons and the unwillingness of any party to step 
victorious from the hustings straight into the monumental 
budget of 1952 may tell in favour of the spring. But other 
tvents may Have aN opposite influence. 


New parties are rather rare in the world Nowadays. The 
electoral début of General de Gaulle’s Rassemblement du 
Peuple Frangais is therefore an interesting West European 
phenomenon. Its statute describes its aim as to 

rally those Frenchmen and French women who, under the 

inspiration of the French resistance, wish to unite in order 

to promote and sustain the effort of national renovation and 
those reforms which should enable the Republican State to 
lead the Nation. 

Associated with General de Gaulle in the RPF’s Conseil 
de Direction are a number of members of La France 
Combattante, the name given by the General during the war 
to all those who continued the struggle after the armistice. 
These compagnons include M. Jacques Soustelle, Secretary- 
General; M. André Malraux (Propaganda); M. Gaston 
Palewski (foreign affairs); M. Louis Vallon (labour and 
social action); and General Billotte (Defence). In the 
National Assembly that was elected in 1946 there has grown 
up a small Gaullist “inter-group ” traversing the Radical 
and Right parties. At the head of this is M. René Capitant 
(Radical) whe gueceeded M. Giscebbi, euthor of the much 
debated project for electoral reform, who resigned early this 
year, Outside Parliament the RPF contains former Com- 
munists, Socialists and MRP (Centre Catholic) as well as 
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Radicals and Right. The Rassemblement functions through 
all the normal organs of a political party. In addition the 
General has assiduously addressed militants and influential 


sympathisents at private meetings in country houses all over 
France. 


Where lies the strength of the RPF? It made its first 
appearance at the municipal elections of 1947, and had a 
definite success in the larger towns. The Rassemblement 
now controls the municipalities of Paris, Marseilles, Bor- 
deaux, Lille, Strasbourg, Metz, Nancy, Besancon, Saint- 
Etienne, Brest, Le Mans, Algiers. Similarly, it made its 
mark in the elections to the Council of the Republic (Senate), 
in which there votes a college delegated by the communes, 
and also in the cantonal elections (county councils). On 
one authoritative estimate the RPF has a good chance of 
winning a general election in 20 departments holding 100 
seats in the Assembly—all but three north of the Loire. 


In the measure that it is not Communist, Paris also tends 
towards Gaullism. In another 25 departments (200 seats) 
the RPF has again a strong following. It is weakest in the 
hills and valleys of the south centre where, if Communism 
does not reign, there is a general distaste for national politics 
of any colour, deputies being held down to less theoretical 
matters such as cheese, pigs and wine. Gaullist deputies are 
not likely to be elected in urban constituencies suffering from 
grave economic hardship. For often these areas send Com- 
munists to Paris to vote for more houses and less guns 
although, in the local elections, they may vote for non- 
Communist personalities who know the ins and outs of local 
problems. It appears that the Rassemblement, in spite of 
the unconservative and unconventional character of its 
leaders, has gained ground at the expense of the Radicals 
and of the Right rather than of the other parties. 


Can De Gaulle Gain Power ? 


The crucial questions in regard to the election of 1951 
are: Is pure proportional representation to be abandoned ? 
If so, which parties will win the seats which the Communists, 
MRP and perhaps Socialists are expected thereby to lose ? 
In the opinion of most, the worst possible outcome would be 
a vote under the proportional system that returned the 
Communists with their present 180 seats, and at the same 
time elected 150 to 170 Gaullists. For in that event no 
Third Force coalition would be possible. Nor, on the other 
hand, would the RPF be likely to muster a coalition of its 
own. It is argued further that, even if Gayjiists, Radicals 
and others could ¢Giiset 320 votes in parliament, opposition 
am thé Country would be too strong to permit of the forceful 
government that the General, as Prime Minister, would cer- 
tainly demand. 


All this, however, is sheer speculation. In any case, much 
depends on the international problems that haunt the exist- 
ence of Western Europe. Hitherto the question of defence 
has never assumed tragic proportions. The grave statement 
issued by General de Gaulle in the holiday season made no 
deep impression. It is true that eighteen months’ military 
service has been willingly accepted, save by the Communists ; 
but the comings and goings of MM. Moch and Petsche 
between Paris and Washington in the autumn evoked no 
sense of overwhelming urgency. At his meeting in the 
Vélodrome d’Hiver at the end of October, which was 
attended by 20,000 people, de Gaulle appealed especially to 
the national indignation at the reverses in Indochina, de- 
manding immediate reinforcements and vigorous action. 
This appeal has scarcely reverberated in the country at 
large. There is, indeed, much anxiety about Indochina— 
Fs kon More somes have Keadenur. rhe nares will 
still seems to hesitate between the General’s refusal to 
“ mnternationalise ” the problem and an admission of the need 
jor American help. In any case, it is improbable that de 
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Gaulle will be able to precipitate an election on the matter 
of defence, whether Indochinese or European. 


Is the RPF condemned to impotence unless the conditions 
of 1940 are repeated ? De Gaulle concluded his address by 
saying that if ever a disaster fell upon France, Frenchmen 
should know that the Rassemblement offered an “ alternative 
government.” Such a course would be in the logic of such 
an event. But if the peace is kept, the RPF must stand as 
an ordinary party with a philosophy and a programme. It 
is, indeed, not at all clear what the RPF’s “ effort of national 
renovation ” concretely represents in the minds of its leaders. 
For in the expression of his mystique the General is freer 
with his negatives than his positives. He declares that France 
must have a large, first-class army and that les partis are 
incapable of giving it one. This is probably true. It is also 
probably the case that the parties, for the reason of their 
very existence, cannot agree upon any national policy which 
imposes drastic sacrifices upon the whole electorate or part 
of it. (Housing is a conspicuous instance of the government's 
failure.) The best hope would seem to be the emergence 
from the elections of a coalition in which the Gaullists could. 
without arrogance, exert their influence to create a more 
efficient regime. The “all or nothing” attitude, which 
monopolises patriotism and despises the parties, is unlikely 
to pay electoral dividends. The Cross of Lorraine must not 
be made too hard for non-crusaders to bear. 


The Danger in Nepal 


[FROM A SPECIAL CORRESPONDENT] 


IF the latest Chinese intervention is to be interpreted as part 
of a planned design of world Communist aggression, calcu- 
lation of opportunity in Nepal may depend upon whether or 
not India now takes a realistic view of events there. It is 
therefore desirable to set forth the fairly startling facts about 
the King’s activities and his deposition. King Tribhuvana. 
whose ancestors have for some time past in history been 
enfeebled and deprived of any constitutional role, except as 
symbols incarnating the god, Vishnu, was first believed to 
be implicated in the anti-Rana revolution of 1940. But after 
inquiries had been completed in 1942, Maharaja Joodha, the 
then Prime Minister—that is, eldest legitimate member of 
the Rana family—accepted the view iiat he wes ianoceit. 
notwithstanding spstamed* déefositions to the contrary. The 
AME then sought to leave Nepal on the grounds that he 
needed a cure for thrombosis ; but Colonel Denham White. 
a well-known member of the Indian Medical Service, decided 
that his condition was not in any way serious. Later, follow- 
ing an “ incognito” visit to Calcutta, the first he had made 
outside his country, the King desired to abdicate, but was 
prevailed upon by the Maharaja—the Prime Minister—to 
remain until the Crown Prince was older. 


After a second visit to Calcutta the King again wished to 
abdicate and live in India. Maharaja Mohun, the present 
Prime Minister, while not objecting to abdication if the King 
would remain in Nepal or anywhere other than India, refused 
to consent. When a second revolt against the Ranas took 
place in September of this year, the King was considered 
to be its sponsor, and it was obvious, even apart from admis- 
sions then made by those involved, that a further attempt was 
being prepared. The Nepalese Government accordingly 
warned Delhi of an expected invasion by the Nepalese 
National Congress (NNC) through the Indian Ambassador at 
Katmandu, who was also personally influential and associated 
with the NNC and with the two exiled members of the Rana 
family supporting it. During this period, Blitz, a Communist- 
itke iournal, subtished in Bombsv. wae-omaniv, aenenicize the 
support of the King and of the Indian Congress for the pro- 
jected invasion ; since that invasion took place, it has revealed 
the whole plan of campaign in remarkable tactical detail. 
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When this revolt was put down, the King again sought 
to leave Nepal for medical treatment. It was after this 
final refusal to permit him to live in India that he escaped 
to the Indian Embassy, taking his three sons and his eldest 
grandson, and leaving the two younger children at the 
palace. While at the Embassy he refused to see the Prime 
Minister or any of his delegates. Only when the Indian 
Ambassador offered a peaceful settlement if the King were 
allowed to fly to India, did the Nepalese Government, more 
shrewdly interpreting the small effect which the King would 
now have upon the situation, agree and decide to place the 
King’s elder remaining grandson upon the throne. There 
could hardly have been an alternative to this action in view 
of the King’s complicity with the Nepalese National Congress 
through the apparent agency of the Indian Embassy. The 
invasion itself, seeking to import “ democracy” in a foreign 
interest and to exploit the difficulties of the King to secure 
a change of constitution, began from some nine points along 
the border. It was aided by adventurers of the type which 
fomented the terrible Sikh slaughter of Muslims in the Punjab 
in 1947, and who were involved in the invasions of Kashmir 
in 1947 and 1948. 


Does London Wait on Delhi ? 


Nepal is now deeply perturbed, in view of the past loyalty 
to Britain and to the sub-continent shown by large and heroic 
contributions of men and money in two world wars, over 
British delay and London’s seeming attendance upon Delhi 
in the matter of recognising the new King. This loyalty has 
been entirely due to the Ranas, whatever their motives and 
however interpreted by different British emissaries ; and 
therefore it is unfortunate that much British reporting of 
events from India has been unduly coloured against them. The 
most authoritative view—of the very few persons, past and 
present, who can really judge—is that during 104 years of 
rule by the Ranas, they have made considerable advances. 
They have abolished slavery, suti and a savage penal code, 
and have replaced them with a fairly modern administration 
and code, also developing roads, hospitals, electrification and 
education—the latter even in outlying towns. Their rule has 
varied from the savage to the resolute ; but progress has been 
sustained and it is amazing that such a steady advance on so 
broad a front has been made in such conditions. 


If firm measures were now to be taken in India ‘> prevent 
efforts to twist every progressive move to particular ends, the 
sincerity of the Ranas in helping democratic development 
could be fairly tested. Unfortunately, Pandit Nehru has been 
misled—as he now perhaps knows—regarding the desire for 
change in Nepal itself ; and neither doctrinaire sponsoring of 
the ex-King, nor intransigent effort to foist the NNC on a 
country to which they are now alien, can lead to anything 
but chaos. 
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Should India Buy Food ? 


It now looks as if the amount of food lost this year 
in India through natural calamities—drought, floods and 
cyclones—may amount to 6,000,000 tons. This is about 
twice the normal loss, and Delhi faces a very severe 
problem in its import policy. On the one hand, there are 
those who point out that, even without any loss from natural 
causes, Indian food production is about 10 per cent below 
minimum necds ; therefore an annual import programme 
of at least 4,000,000 tons is a necessity—-since there is little 
chance of the grow-more-food campaign succeeding suffi- 
ciently to bridge this gap in the immediate future. On the 
other hand, there are the more ruthless realists who claim, 
with much justification, that unless food imports are 
restricted, it will never be possible to devote sufficient foreign 
exchange to buying the capital goods essential to any serious 
attempt to raise the Indian standard of living. 


For the Congress Party this is a frightening political 
dilemma. The present government leaders need at least to 
hold out prospects of better conditions, if they are to counter 
Communism ; and the Colombo Plan offers them a great 
opportunity of doing so by turning the spiral of Indian 
production upward. Yet the temptation to cut food is dan- 
gerous. And it is by no means proven either that the shortage 
of food will galvanise cultivators to grow more—indeed, as 
prices rise, they tend to grow less—or that a switch to cash 
crops will be practicable. It is argued that cotton prices 
are three times those of food, and that increased exports of 
cotton could be used to buy more food. But it would be 
most unwise for India to rely more heavily than at present 
on food being available abroad, even if the funds are available 
for it. There seems, in fact, little alternative for Delhi to 
the policy it is at present pursuing—of restricting food 
imports and trying to encourage production at home. 


Boom Conditions 
in Belgium 
[FROM OUR BELGIAN CORRESPONDENT] 


Tue Belgian economy is now feeling the effects of the new 
world economic conditions brought about by the Korean 
war. According to the provisional index the volume of 
industrial production reached an all-time peak in October at 
140 per cent of the 1936-38 level. The basic coal and steel 
industries have not passed the exceptional levels reached at 
the beginning of 1949, but the textile industry is experiencing 
a rate of production higher than in the spring of that year. 
This rapid increase in industrial activity, however, is not a 
direct effect of rearmament, since the North Atlantic Treaty 
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Organisation (Nato) has not yet fulfilled Belgium’s hopes of 
becoming one of the chief arsenals of the western camp. 
The Nato “task forces”—or inquiry teams—which have 
recently been visiting Belgium have concluded that it would 
be possible to produce there large quantities of military 
supplies, such as small arms and Bailey bridges. That is 
as far as matters have got ; Nato has neither placed any orders 
with Belgian industry nor settled the important question 
of how these orders are to be paid for. There have, in fact, 
been only a few orders made directly by the Belgian, French 
and British Armies to the textile industry, and some orders 
linked directly with the operations in Korea. 


The origin of the present boom must therefore be found 
in the preoccupation of every industrialist and merchant with 
rebuilding the stocks which were depleted as a result of the 
massive purchases of July to September. This movement 
was accelerated here by the coincidence of international and 
national difficulties, occurring at a time when the tendency of 
prices in Belgium to go down still prevailed. 


A first result of the improvement in production has been a 
tapid decline in the unemployment figures, which dropped 
from about 300,000 at the beginning of the year, and 260,000 
in November, 1949, to approximately 175,000 in November, 
1950. In fact a labour shortage is being increasingly felt in 
many industries, and particularly in the coal mines. Despite 
the restrictive policy of the trade unions an agreement has 
recently been reached allowing one thousand Italian mine 
workers to return to Belgium. If the peculiarities of Belgian 
unemployment statistics, and the age distribution of the 
unemployed, are taken into account, there does not seem 
to be much manpower left with which to increase industrial 
production although the unemployment figures are likely to 
go up again in the winter months. 


There is no Belgian legislation concerning labour alloca- 
tion and reliance must therefore be placed on economic 
incentives as the only means of inspiring a proper distri- 
bution of labour. Another difficulty lies in the fact that the 
coal, steel and metal engineering industries, which are likely 
to benefit most from a development of military production, 
are largely situated in the Walloon part of Belgium where 
unemployment has been very low for years. 


Foreign Trade Deficit 


The rapid change in the economic outlook since June has 
brought, as is usual in Belgium, profound changes in the 
balance of foreign trade. The Belgian trade balance is 
ordinarily positive at the very beginning of a recession as was 
the case for example in the spring of 1949. At the start of 
an upturn the replenishing of stocks results in a severe un- 
balance of trade. Accordingly since July deficits have been 
recorded which reached 3,600 million francs in September 
and 2,700 million in October as against an average of 1,600 
million in 1949. This is partly due to the social and political 
troubles in industry and the ports during the summer and 
partly also to the quick reaction of Belgian consumers and 
importers to increasing prices and demand. This trade deficit 
is reflected in relations with the European Payments Union 
(EPU). Belgium has been a debtor for the last few months, 
instead of a creditor as had been expected. 


The gold and foreign currency reserves at the National 
Bank between June and November decreased by 8,000 million 
francs. This decline has affected the amount of credit ex- 
tended by banks, and has provoked some restrictive measures 
by the Central Bank, such as the increase of the rate of dis- 
count to 3.7§ per cent in October, new regulations on the 
import of Belgian notes and the restriction of consumer 
credit. The prospects for the future of the trade balance 
are much better, since exports are rising again. In October 
they reached the record figure of 7,700 million francs as 
against an average of 6,650 million in 1949. 

Prices have recently been rising rapidly even at the retail 
level. Since June the official retail price index has risen 
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by approximately 7 per cent up to 39§ in October. This fact. 
together with increasing employment, has produced large 
demands for wage increases, which have been partly satisfied 
since the summer. 


In order to prevent the inflationary spiral of wages and 
prices, an agreement was reached on October 23rd between 
the organisat‘ons of employers and the trade unions, which 
stipulated that the producers and the Government should 
take measures to ensure a § per cent decrease in retail price: 
by December 1oth, wherever there has been an increase 
since July. Even if this experiment succeeds, the worker 
will receive a cost of living allowance compensating him for 
the higher prices paid during September, October. and 
November. If this attempt fails wages will be increased 
retroactively to October Ist, according to the rate of increase 
registered on the official retail price index. 

The Government has launched, with the collaboration of 
the employer organisations, a campaign for lower prices. The 
price adjustments achieved so far range from 3 to 10 per cent 
and are the result of sacrifices by producers and traders and 
of fiscal adjustments. The retail price index for November 
has already decreased to 388 from 395 in October. 


Revival of New Zealand 
Labour Party 


[FROM OUR NEW ZEALAND CORRESPONDENT] 


Just a year after its defeat in the Parliamentary elections, 
after 14 years of office, the New Zealand Labour Party is 
trying to take heart of grace from the results of the triennial 
municipal elections held in mid-November. Labour made 
substantial gains, but these have to be set against the virtual 
“ black-out ” of the party at the municipal elections in 1947 
when the party failed to gain one seat on the city councils in 
Auckland, Wellington and Dunedin. Only Christchurch of 
New Zealand’s four main centres gave Labour any success ; 
there, 5 seats out of 19 were won. 


This year it is Christchurch, which for many years had a 
radical reputation in local politics, which has again given 
Labour its greatest encouragement. Christchurch alone of the 
four centres voted in a Labour mayor (the councils do not elect 
the mayors in New Zealand) and Labour also won 12 of the 
19 seats on the city council. Labour mayoral candidates were 
defeated in Auckland, Wellington and Dunedin. But the 
margin of Labour’s failure in Dunedin was unexpectedly 
slender, and Labour won 6 of the 12 council seats. In 
Auckland Labour won 3 seats out of 21 and in Welling- 
ton 6 out of 15. But in the populous Wellington “dormi- 
tory” suburb of Lower Hut the entire Labour ticket of 
12 candidates was elected. 


Anti-Labour candidates in the municipal elections are spon- 
sored by a series of organisations with local autonomy, known 
as Citizens’ Associations. The National party, the rival of 
the Labour party in the parliamentary field, takes no official 
part in municipal politics. But the Labour party, which uses 
the same organisation to fight both parliamentary and munici- 
pal elections, argues that the distinction between the National 
party and the Citizens’ Associations is more nominal than 
real, 

Hence Mr Walter Nash, acting leader of the Parliamentary 
Labour party during the grave illness of the leader, Mr Peter 
Fraser, was quick to comment on the results of the municipal 
voting as “ the conscious, determined expression of the resent- 
ment of the electors against the most grave breach of election 
promises recorded in the history of New Zealand.” 


Mr Nash may have overstated his case because the connec- 
tion between Parliamentary and municipal voting is not very 
close. In Dunedin, in recent years, for instance, all parliamen- 
tary seats were held by Labour, while all city council seats 
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were held by non-Labour candidates. Further, municipal 
voting is much lighter than parliamentary voting. 

Nevertheless the Prime Minister, Mr Holland, who has 
candidly admitted his inability to redeem his chief election 
promise—‘ to make the pound go further’”’—must regard 
the municipal voting with some misgiving, although his 
government is secure for two more years. The New Zealand 
Herald, which is published in Auckland, the area whose 
support put Mr Holland’s party into office a year ago, adopts 
the role of elder brother in giving Mr Holland a little advice. 
“The Government cannot afford to disregard the latest muni- 
cipal polling,” it says. “ Defeated nationally, Labour is never- 
theless working for its own revival.” 

The first parliamentary session with the Holland Ministry 
in control ended on December 1st. A near-record in Bills 
passed is being claimed, but many of them are of trifling 
importance. There is no doubt that the country is becoming 
increasingly critical of the new administration. And Mr 
Holland and his followers will need to tackle problems like 
the cost of living and the burden of taxation with considerable 
resolution in the next year or so to hold the ground they 
gained at the polls last year. 


Swiss Struggle Over Taxes 


[BY A CORRESPONDENT] 


It is one of the strangest paradoxes that so prosperous 
a country as Switzerland has been struggling without success, 
ever since the end of the last war, to cover its ordinary 
expenses by legal means—in other words, to evolve a fiscal 
system which shall no longer be unconstitutional. Perhaps 
it is because of their prosperity that the Swiss are finding it 
so difficult to accept the necessity of an income tax levied by 
a central authority, in their case the Confederation. In any 
case, to ask a sovereign people by referendum whether it 


agrees to apparently fresh taxation rather invites a negative 
answer. 


For the last two years there has been a disquieting tendency 
to vote “agin the Government” at all costs, democratically 
elected though it’ be. It has been branded—not without 
considerable justification—as arbitrary, as extravagant, as 
bureaucratic. This state of the popular mind led to the 
“No” vote on September 11, 1949, which sharply curtailed 
the power of the government to levy taxes by emergency 
decree. But the red herring—though again the argument 
was not entirely irrelevant—was the cry which came from 
the French-speaking Swiss that the federal income tax 
was a violation of the rights of the Cantons. In order 
to placate them, and also at the behest of many of the richer 
industrialists in the country, a plan was worked out by which 
70 million francs per annum were in future to be provided 
as Cantonal quotas (Kontingenten) to the Bund, which was 
itself only to eve direct taxes on corporations. Since some- 
thing like 700 million francs revenue had to be replaced this 
project was inadequate; moreover, it involved endless diffi- 
culties as to the allotment of the contributions of the Cantons 
which would in their turn be forced to raise more income tax. 
The trade unions and co-operatives came out strongly against 
the plan, which was rejected by 486,506 votes and 16 Cantons 
against 267,540 votes and 6 Cantons in the referendum of 
June 4, 19§0. 

This meant that the provisional financial order voted on 
December 21, 1949, would lapse at the end of this month. 
with no legitimate way open of raising nearly half the federal 
revenue—unless some other plan were accepted by the Swiss 
people in the meantime. A programme was now drawn up 
by which the federal taxes levied for the last ten years by 
special powers were to be legitimised, though more low 
incomes were to be freed from the income tax, and the sales 
tex was no longer to affect food ; a further 400 million francs 
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were to be put aside for social relief in emergencies. This 
plan, if accepted, was to function from 1951 to 1954 
inclusive. The referendum upon it was fixed for last 
Sunday, December 3rd. 


The opposition was not inconsiderable. It was strong 
again im the Canton de Vaud. It was backed in Zurich by the 
Migros chain-store chief, Herr Duttweiler, who has a certain 
flair for fascinating housewives—though Switzerland is one 
of the few countries where they do not themselves vote. The 
opposition declared that it was absurd for the others to say 
that the Treasury would be empty, since trade is booming 
and the Bund growing rich on customs duties—and it would 
be easy enough to borrow. The government and its sup- 
porters answered that this was no moment for foolhardiness. 
The new five-year rearmament programme which is to cost 
1,400 million francs (to be raised outside the ordinary budget) 
will involve more than enough borrowing. It is thought that 
the increasing international tension was the decisive factor 
and defeated the desire to vote with the opposition. In fact 
516,757 people voted Yes and 227,329 against, there being 
hostile majorities only in the Cantons of Geneva and Vaud. 
Direct democracy has thus saved its reputation, even though 
only 53 per cent of the electorate voted. 


Eritrea and Ethiopia 


HISTORIANS in the 21st century, writing of the 2oth, wil 
no doubt remark that it conducted some curious experiments 
in framing peace settlements. “One of these,” will run 
their record, “ was the allocation of conquests according to 
the vote of states that had nothing to do with the fighting. 
These voters, moreover, usually shouldered none of the 
responsibility for giving effect to their vote.” Eritrea will 
be one of the instances cited. 


It was captured from Mussolini by the §th British and 
4th Indian Divisions in 1941. Nine years later, on Decem- 
ber 2nd, forty-six affirmative voters (principally Latin 
Americans and Moslems who were neutral at the time of the 
conquest) decided that it should be neither divided ethno- 
graphically nor awarded to Ethiopia. As the result of a 
vote taken in full Assembly at Uno, it is to become an 
autonomous unit, federated to the Ethiopian crown. Ten 
states voted against this solution and four abstained. It is 
probably no more acceptable, and has certainly been very 
much more expensive to attain, than would have been a 
Solomon’s judgment carried out in the flush of victory. 
There was good enough reason for such a judgment in a 
territory that consists of well-marked parts. For its greater 
part, Eritrea is linked to Ethiopia by ties of geography, race 
and religion ; for its lesser, and anti-Ethiopian part, it 1s 
similarly linked to the eastern Sudan. 


But the British taxpayer should be thankful that there 
has been any verdict at all. For nine years he has paid 
the bill for caretaking in Eritrea. During that period, he 
has successively seen: the Four Powers fail to agree on dis- 
posal of their gain, the problem pass to the General Assembly, 
the appointment of a United Nations commission to ascertain 
the wishes of the inhabitants, and the submission of another 
report on which its authors could not agree. In 1950, he has 
witnessed a considerable growth of unrest and lawlessness 
among the impatient Eritreans. 


The solution now offered has some merits. In particular 
it safeguards the Eritrean public services, which are con- 
siderably ahead of those in Ethiopia, against falling to the 
Ethiopian level. Provided that federation—a difficult tech- 


nique even between advanced states—can be made to work 
between two inexperienced peoples, the arrangement may give 
birth to a type of relationship as yet unknown in Africa. It 
would therefore be best for the British to forget about their 
preference for dividing the territory, and to wish both 
Eritreans and Ethiopians good luck in their venture. 





THE ECONOMIST, December 9, 1959 





A machine to cut 


It tackles a hundred-and-one 
jobs of handling all along the 
production-distribution line. It’s 
a hoist, a truck, a loco and a 
“conveyor belt”. It is mobile, 
powerful, dexterous, versatile. 
It is a whole handling system 
in one. 

It will carry and tow like a 
loco, at 12 m.p.h., indoors and 
out. It will hoist like a hydraulic 
lift, as much as 6000 pounds at 
a time, through 12 ft. in 20 
seconds. It will turn almost on 


non-productive time 


its own axis, pick up and lift 
down like a mechanical arm. 
It will climb a ramp with a 
two-ton load. It will lift or 
tow, or stack and stow, tons in 
a few minutes, like a whole 
gang of stevedores. 

Its name is the Coventry 
Climax fork lift truck — expert 
store-keeper, space-saver, gang- 
of-all-work. And there are 
models, Diesel or petrol, of the 
size and capacity to fit your 
problem and your layout. 











COVENTRY CLIMAX fork lUift trucks 


For detailed information about the Coventry Climax Models best suited to your needs, write to Department §2, 
COVENTRY CLIMAX ENGINES LTD., WIDDRINGTON ROAD WORKS, COVENTRY 








1014 


THE ECONOMIST, December 9, 1950 


THE BUSINESS WORLD 





British Electricity’s Horizon 


To electricity supply industry never lacked faith in 
its commercial mission ; when the British Electricity 
Authority took the industry over in 1948, it acquired in 
Lord Citrine a chairman no less inclined towards such 
evangelism. In this vein, Lord Citrine turned this week 
from the severe precision with which he had been 
expounding the results of the second year’s operations 
of the British Electricity Authority to utter a dramatic 
warning that the developing power supply situation “is 
not only serious but may be dangerous or even disas- 
trous.”” His complaint (he berated the press, perhaps 
disingenuously, for wanting to hear it again) was that 
BEA was being prevented from building generating 
plant fast enough to overtake the perpetual march of 
peak demand ; because of these hampering uncertainties 
it was impossible to give any promise about the ending 
of load spreading and power cuts. Lord Citrine spoke 
of the delays of manufacture, but absolved the makers 
of plant of “ delinquency ” ; he urged that it was folly 
to export vital equipment such as boilers, but he con- 
ceded that if exports were curtailed “it would not 
follow that the proportionate aid to our programme 
would be the same.” The burden of his complaint fell 
upon the Government’s curtailment of the electricity 
capital programme ; it remains the second largest item, 
after housing, in the national investment programme, 
but it is not enough. 


These strictures were probably meant to attract as 
much attention as the details of the authority’s activities 
in a year that ended eight months ago. That is not 
a matter for surprise, for an impending power crisis 
(emphasised by this week’s power cuts and by an immi- 
nent possibility of a coal crisis) is naturally more impor- 
tant than history. But Lord Citrine was also expressing 
forcefully a philosophy which imbues the whole report. 
The urgency of expanding capacity as the only con- 
ceivable way to reach and keep pace with ever buoyant 
demand is its central theme ; it occurs again and again 
throughout the report (which is lengthy, comprehensive, 
but better sign-posted than last year’s). 


In its second year the authority sold more electricity 
to more: consumers than ever before in the industry’s 
history—and at a higher price than for more than 15 
years. It sold 41,500 million units, 6 per cent more than 
the previous year, and nearly double the sales of 1939. 
Its total of 12,634,000 consumers was 452,000 more 
than a year earlier, 918,000 more than at the vesting day 
in 1948, and 2,500,000 more than before the war. Half 
of the units went to industry, a third to homes, and an 
eighth to commerce. Compared with 1948-49, farm 
consumption increased by 20 per cent (though it was less 
than one per cent of the total), commercial use by 10 per 
cent, and industrial by 8 per cent ; but domestic con- 
sumption, largely because of milder weather, was 
only 2 per cent higher. Since expenditure did not rise 
to the same extent, the British Electricity Authority was 
able to show a higher surplus on its combined accounts 
of {7.2 million against £4.4 million in 1948-49. The 


1949-50 surplus represented only 34 per cent on the 
total year’s turnover of £214.5 million ; this had risen 
by £16.7 million compared with the previous year. 
almost entirely through higher sales of electricity at a 
slightly higher price (1.2d. per unit against 1.174d. in 
the previous year and 1.133d. in the last year of the 
supply companies and public authorities). The rise in 
revenue was accompanied by a rise in combined expendi- 
tures from £193.4 million to {207.3 million, which repre 
sented a slight increase in terms per unit sold from 1.19¢. 
to 1.2d. Costs of generation and purchase of electricity 
fell by .o1d. per unit sold, but this economy was offset 
by an equal rise in administrative and general expenses 
and higher depreciation charges. This rise in admini- 
strative costs completely absorbed the authority's 
successful efforts to shave a little off station costs ; higher 
thermal efficiency helped here, but the main factor was 
one over which BEA had no control—a fall in fuel prices 


by 1.9 per cent. 
* 


As in 1948-49, BEA has paid no income tax or profits 
tax. It has escaped not because it is a nationalised 
industry but because it is spending such large sums on 
capital expansion. The claim for initial allowances on 
such expenditures has meant that no liability to income 
or profits tax has been incurred in its first two years, 
though in the current year a liability to profits tax is 
likely to arise. The report discloses that the BEA con- 
sidered, but for the present decided against, setting up 
a special taxation reserve to spread the initial allowances 
over the effective lives of the assets concerned, for which 
depreciation is charged in the accounts on a straight-line 
basis. In Lord Citrine’s words, this decision arose from 
a conviction that any eventual curtailment or cessation 
of the present rate of capital expenditure was “ entirely 
hypothetical—we can foresee no period in which we 
shall cease growing, and we do not think the tax question 
will arise.” No doubt BEA is correct in its assumption 
that for some years after 1950-51 the pace of construc- 
tion will not slacken ; but that is not to say that it will 
never slacken or’that the present rate of initial allowances 
is immutable. On the broadest grounds, the decision 
seems open to argument. 


Each of the Area Boards contributed towards the 
authority’s combined surplus, but there was a loss by 
the central authority which has to be made up from 
the central reserves. The central authority’s tariffs did 
not meet the authority’s outgoings, and the current tariff 
has been increased to correct this deficit. The average 
price of electricity sold to domestic, commercial, and 
small power users rose last year from 1.446d. to 1.5154. 
a unit, while the price of power (largely for industry) 
dropped from .930d. to .925d. During its two years of 
operation the BEA has slightly raised prices to domestic 
consumers, and last year it reduced prices to industry ; 
Lord Citrine used this evidence to deny that the 
authority was now favouring increased consumption 
by the domestic consumer more than it encouraged extra 








if 
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industrial use. Fhe fact remains, however, that com- 
pared with average prices before the war domestic con- 
sumers pay less, while the industrial consumer now pays 
nearly a half more. The chart of comparative price 
indices which the BEA exhibits in its report shows that 
the rise in the price of electricity purchased by the 
domestic consumer has been scarcely perceptible com- 
pared with the increase in other prices and wages. 
This hardly suggests any forceful attempt to apply dis- 
incentives to the consumption of electricity at peak 
periods. 


During 1949-50 the BEA brought into commission 
831,000 kW of generating capacity, against 566,000 kW 
in the calendar year 1948. Progress has been made 
towards standardising layout and equipment for power 
stations, and much of the plant approved was of the unit 
type in which a single boiler is associated with each 
turbo-alternator ; two stations were planned for 100,000 
kW turbo-alternators and boilers twice as big as any now 
in use in Britain, and experimental work was begun on 
the 275,000 volt “super-grid.” These developments 
suggest that the BEA is concerned to keep abreast of 
echnical development. The problem is to find the 
means. During 1949-50 the BEA spent £117.13 million 
on capital plant and construction. Estimates for invest- 
ment in 1950 were cut by the Government to {102 
million. But construction of generating plant, which is 
now costing considerably more than {£50 per kW, was 
not curtailed by the Government ; it is limited only by 
manufacturing capacity. Programmes now prepared by 
the BEA call for the addition of 10,330,000 kW of new 
generating plant by 1955 ; of this 1,745,000 kW has been 
installed, and the remainder calls for a 50 per cent in- 
crease in plant capacity in five years, and a capital expen- 
diture of perhaps £350 million on generating plant alone. 
Higher costs of new installations will involve higher pro- 
visions for depreciation ; these are already beginning to 
mount, and would have to rise a good deal more before 
they were sufficient to cover the cost of replacing plant. 
It is obvious that as new plant comes into service an 
increase in the average price of electricity will be 
inevitable. 








Combined Trading Results, year ending March 30, 1950 
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Will this capital programme buy off the need for 
load-spreading and power cuts ? The official answer is 
based on a number of favourable assumptions, but, even 
so, the present winter and the next two will see plant 
Shortages of 1,889,000, 1,745,000 and 1,702,000 kW 
respectively, and these will mean _ load-spreading 
and cuts at peak hours. Again, on most favourable 
assumptions, shedding should be “comparatively in- 
frequent by the winter of 1954-55, and very exceptional 
in the three following winters.” The ambition of attain- 
ing the plant required to meet the hour or two of 
maximum demand in the hardest winter seems un- 
dimmed ; but the practical hope of doing so seems each 
year to recede farther into the distance. 


* 


It is still unfashionable, and certainly unpopular in 
the industry, to admit any alternative possibility. Such 
an alternative can easily be summarised: how can the 
consumption of electricity be spread to reduce the 
height of the peak load but not to reduce total con- 
sumption ? The very figures produced each year by 
the authority, and its setting back of that halcyon day 
when the last suburban housewife can switch on her 
last space heater or toaster on the coldest morning in the 
year argue the alternative case. Last year the biggest 
shedding of load (in a mild winter) was 1,140,000 kW. 
To satisfy this load would entail an expenditure on new 
plant of about £60 million. But the load shed repre- 
sented only 0.076 per cent of the year’s total output ; 
if it had been satisfied it would have produced much 
less than £200,000 of extra revenue. By load- 
shedding and load-spreading, the BEA has recently 
increased the load factor on the system ; but its future 
plans will almost certainly bring it down again from 
what the BEA’s deputy chairman earlier this year called 
“its artificially high level.” Closely analysed, this is a 
problem of inducing domestic users to take their power 
requirements off the peak. They have been persuaded 
that power for space heating and water heating is a 
natural right at any hour at a uniform tariff, and they 
are not to be blamed because they have imposed an 
uneconomic and at present insupportable peak load on 
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Generating Plant Programmes, 1946-55 
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the supply system. The technical difficulties in check- 
ing consumption according to time of day (which may 
differ from day to day) and the problem of framing 
tariffs which would make each consumer bear the real 
economic cost of the power he buys at the time he uses 
it, argue themselves. The industry seems quite con- 
vinced that they cannot be solved, but that may repre- 
sent no more than a victory for technical ambition over 
the best kind of long-term economic planning. This is 
no temporary problem. There is no assurance in BEA’s 
own vast horizon that at some future level of installed 
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Capacity it will as a matter of certainty be able to supply 
every demand made upon it ; in the long run BEA may 
be forced to turn back and consider hard and unpopular 
economic truths. One of the most important of these. 
surely, is that no consumer, industria! or domestic 
should be able to impose a load on the system on terms 
that do not cover the true cost of meeting his additional 
demand. It is hard to believe that by the right combina- 
tion of technical resource and realistic tariffs this lesson 
cannot be taught—to the great benefit of the country. 
of BEA, and of its consumers. : 


Fears about Fertilisers 


INCE the war a great expansion of food production 
has been achieved by farmers throughout the world. 
This new agricultural revolution has been based on 
improved yields per acre and per man employed ; it has 
combined greater knowledge of plant and animal biology 
with greater advances in the use of power and machinery 
on the land ; and it has been given the most forceful 
encouragement by high prices for agricultural products. 
The five years have not been a period of smooth progress 
for there have been temporary scarcities of machinery 
and fertilisers and intermittent scrambles for supplies. 
But until recently it had been supposed that these short- 
ages had been largely overtaken. In particular, it seemed 
possible that production of certain fertilisers might even 
begin to run slightly ahead of an expanding scale of 
consumption throughout the world. There is enormous 
scope for more intensive use of fertilisers in the under- 
developed areas of the world, but in the regions of 
established agriculture it seemed that consumption of 
fertilisers might increase somewhat less rapidly and could 
be met quite comfortably. 


That prospect has changed dramatically in a few 
months. The problem now is to maintain the output 
of fertilisers in the face of certain critical shortages of 
materials. So far as this country is concerned, there 
is also the unresolved question of how the British farmer 
is likely to react to rising prices for fertilisers. Last July 
he lost the advantage of half of the subsidy, and within 
a month prices rose by more than 20 per cent. The other 
half of the subsidy expires in July next year, and prices 
are likely to rise again at least as sharply. There is no 
doubt that cheap subsidised fertilisers encouraged the 


TaBLe I—BRITISH FERTILISER PRODUCTION AND CONSUMPTION 
(000 Tons of Nutrient Content) 
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Nitrogen fertilisers...... 119-2 0 2 
Phosphate fertilisers .... 157-2 162-0 | 385-2 460-8 
Of which :-— 
Superphosphate ..... 63-6 68-4 | 222-0 247-2 
EN. wnediivee 58-8 56-4 | 82-8 121-2 
Potash fertilisers ....... one | 75-0 | 234-2 


farmer to build up reserves of fertility in his land ; the 
low price was accepted with enthusiasm as an opportunity 
of partly turning into capital an expenditure that the 
tax inspector was willing to allow as a charge against 
profits. But it may not follow that higher prices will 
have the contrary effect. Fertilisers (including lime) 
account for only 7 per cent of total farm costs in this 


country ; hence their increased cost to the still prosperous 
farmer above the margin may not be so very painful. The 
accompanying chart, taken from the Commonwealth 
Economic Committee’s recent survey,* relates the con- 
sumption of fertilisers in Britain to farm prices and 
fertiliser prices. The match between farm prices and 


AND CONSUMPTION 
OF FERTILISERS 





1935 IS40 = « 19.45 
Source: Commonwealth Economic Committee. 
the consumption of fertilisers is remarkably close, but 
there is a much less distinct conformity between con- 
sumption and prices of fertilisers. The same contrast 
is true also in the United States and Canada. The survey 
concludes that “ apart from the long-term upward trend 
in consumption, farmers tend to increase their use of 
fertilisers in times of prosperity or restored confidence.” 
On this argument, if British farmers come well out of 
the annual price review next February, their demand 
for fertilisers should be maintained. 


x 


Phosphates are the most important type of fertiliser 
used in Britain ; they accounted last year for over half 
of the total of all fertilisers consumed. Of the phosphate 
fertilisers, superphosphates alone account for more than 
half and basic slag for more than a quarter. British pro- 
duction of phosphatic fertilisers depends on imported 
raw material and in recent years output has been 
insufficient to cover consumption ; part of the deficiency 
has therefore had to be filled by imports. In the first 

*“A Survey of the Trade in Fertilisers” (Commonwealth 
Economic Committee). HMSO 3s. 6d. net. 
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ten months of this year practically the whole of the 
116,000 tons of manufactured fertilisers imported into 
this country consisted of superphosphate, mainly from 
the Netherlands and Belgium. Home-produced super- 
phosphates are made from imported phosphate rock from 
Morocco, Tunis, Algeria and the United States, and from 
sulphuric acid made in this country from imported 


Taste II—WorLD PRODUCTION AND CONSUMPTION OF FERTILISERS 
(000 Tons of Nutrient Content) 
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Note: World totals exclude USSR. * 1936-38 average. 
Source; Commonwealth Economic Committee and F.A.O. 


sulphur. So far no shortage of phosphate rock has 
occurred, but already there is a very real shortage 
of sulphuric acid owing to the reduction in exports of 
raw sulphur from the United States. World demand for 
sulphuric acid for all purposes has increased very con- 
siderably since the war, and more sulphuric acid is now 
made from elemental sulphur because the process has 
the advantage of lower capital and running costs. The 
United States is the main source of elemental sulphur 
and its reserves are declining. It is possible to make 
phosphatic fertilisers without using sulphuric acid, but 
these processes require either nitric acid (which is more 
costly than sulphuric) or great heat, and that in turn 
demands cheap and abundant supplies of suitable fuel. 


In 1944 the Government decided to expand the 
domestic manufacture of superphosphate so that British 
production would cover postwar requirements. A 
project submitted by Messrs. Fisons Limited was 
accepted and a new factory built at Immingham 
was opened a few months ago. Increased production 
was planned on the assumption that adequate supplies 
of sulphuric acid would be available. Recently, how- 
ever, the Government announced that the supply of 
sulphuric acid to the superphosphate industry would be 
reduced during the current season (1950-51) and that 
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imports of superphosphates would be increased to make 
good the loss in the home production. It is not clear 
where these superphosphate imports are to come from. 
This country is not alone in suffering from the sulphur 
shortage. Basic slag, the other important phosphatic 
fertiliser, is a by-product of the steel industry. Despite 
the remarkable increase in British steel production in 
recent years, the supply of high-quality slag has not fully 
met agriculture’s requirements. Imports of basic slag 
have increased steadily during the past three years, and 
yet farmers have still gone short. As the new steel plants 
come into production, it should be possible to increase 
the amount of basic slag supplied to the fertiliser indus- 
try, but this depends upon the rate at which the steel 
industry itself is able to work, and its own raw materials 
are short enough to temper any optimistic assumption 
that the output of basic slag can be sufficiently increased 
to offset the shortage of superphosphate. 


x 


This prospective shortage of phosphatic fertilisers 
could be a serious matter for British agriculture, though 
its full effects might not be felt for some time. Since 
the war, British agriculture has been in the process of 
change from its wartime concentration on arable crops to 
livestock farming. Under the Government’s long-term 
agricultural programme, the output of meat and dairy 
produce is expected to increase to 110-125 per cent of 
the prewar level by 1953. But older methods of grazing 
that left pastures to look after themselves have long 
been superseded by scientific management of grass- 
lands with proper grazing rotation and liberal use of 
phosphatic fertilisers. It is doubtful whether, to take 
one example, high milk yields could be maintained for 
any length of time unless pastures were maintained in- 
good condition. This changeover from arable to live- 
stock implies an even greater use of phosphates. The 
present state of world politics might put this programme 
into reverse, for in war or near war governments think 
of bread first and meat second. If it should happen that 
arable farming is again encouraged, consumption of 
phosphates could be allowed to fall and demand would 
become more insistent for nitrogenous fertilisers. 


British production of nitrogenous fertilisers in recent 
years has exceeded agriculture’s requirements and an 
important export trade has been developed. Sulphate of 
ammonia, the main type, is manufactured from nitrogen 
produced from the atmosphere or obtained as a by- 
product from the gas and coking industries. “ Nitro- 
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chalk,” the other important nitrogenous fertiliser, is made 
from a mixture of ammonium nitrate and calcium 
carbonate. Supplies of these materials are more or less 
adequate ; in the crop year 1949-50, British produc- 
tion of nitrogenous fertilisers amounted to 259,000 
ions (nitrogen content) compared with domestic 
consumption of 213,000 tons. Military requirements 
for nitrogen will no doubt increase during the 
next twelve months, but they will probably be 
met without causing any shortage in the supply of 
nitrogenous fertilisers. Only last summer the supply of 
synthetic nitrogen outstripped consumption to such an 
extent that producers disposed of their stocks and 
accepted a fall in prices of 25 per cent. But the rapid 
course of events has since caused prices to rise again. 
Government-owned nitrogen plants in the United States 
which were closed down some months ago are being 
reopened ; but their output will be devoted entirely to 
war purposes, and it is probable that the construction 
of the new plants in Europe, which had been delayed 
on financial grounds, may now be speeded up. 


The third plant nutrient is potash. All supplies of 
potash used in Britain have to be imported. In the ten 
months to October, almost 7,000,000 tons of potassium 
compounds were imported, of which over 6,500,000 tons 
consisted of chloride (muriate) coming from Germany, 
France and Spain. World production of potash has 
increased by 56 per cent during the past three years, 
and according to the Food and Agriculture Organisation 
output should further increase by 10 per cent during the 
current season. Europe is the world’s largest producer 
as well as the world’s largest consumer of potash, but a 
third of its output is located in the Eastern zone of 
Germany. Recently, however, drillings in North-east 
Yorkshire have located a rich seam of pure potassium 
chloride and when this area can be exploited this country 
should in time have little dependence upon imports. 
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Thus the main fear about fertilisers is the prospective 
shortage of phosphates. But plant nutrients, like food 
nutrients, need to be assimilated in a balanced form to 
be effective, and a serious shortage of any one of the three 
main plant foods (nitrogen, phosphate and potash) may 
affect the consumption of the other two. The use of 
compound fertilisers has increased steadily since the war 
and their production could be seriously impeded if, say, 
the supply of phosphorus in a usable form were drastic- 
ally reduced. At the moment the shortage seems to be 
confined to the British market, and it arises directly from 
the sulphur shortage. Production and consumption of 
phosphates and potash in the United States are expected 
to increase during the current season, and consumption 
of nitrogenous fertilisers is also expected to increase 
though production may decline. The United States is 
the world’s largest producer and consumer of all three 
types of fertilisers. In Europe, too, fertiliser production 
is expected to expand, and as continental countries stil] 
depend on pyrites rather than upon elemental sulphur 
for the production of sulphuric acid, they should not be 
immediately affected by the sulphur shortage. But apart 
from this country, there are many others— including 
Canada, Australia, New Zealand and India—that need 
to import considerable quantities of sulphur, and unless 
sulphur or sulphuric acid can be imported their domestic 
production of superphosphates and ammonium sulphate 
would be severely reduced. 


Agricultural production can be maintained for some 
years despite a shortage of fertilisers since the reduction 
in soil fertility does not become immediately apparent. 
But once land deteriorates, it takes a long time to recover, 
and meanwhile the world will be faced with lower yields 
and a smaller output. Present steps (such as those out- 
lined in the recent Fisons report) to increase the supply 
of sulphuric acid based on pyrites may therefore be wise 
policy, even though they take time and will cost more. 


Business Notes 


Markets Mark Time 


While the discussions between President and Prime 
Minister were proceeding and the military situation in Korea 
remained frightening and obscure, it was not to be expected 
that the Stock Exchange could stage an effective rally. ,It 
is something that the more persistent type of selling, of which 
there was another bout on Monday, has largely ceased and 
ihat the “ bears” are less confident than they were a week 
ago that the Korean situation is beyond redemption. They 
have been quick to react to the straws in the wind—straws 
at which the rest of the world has largely clutched—suggest- 
ing that the Chinese would come to a settlement. That 
reaction accounted as much as anything else for the small 
gains of an eighth of a point in the gilt-edged list on Wednes- 
day ; but it still left a tally of losses that will be made good 
only by news of a much more positive character, 

Report had it that the authorities were preparing to call 
the 1951-53 National War Bonds on the earliest day last 
Friday ; if they had any such plans they were frustrated by 
the Korean crisis. Perhaps by June Ist next year the outlook 
will be clear enough to enable them to take a decision for 
repayment on September 1, 1951; but given the present 
speed of events. this is to look ahead much too far. There is a 
most awkward budget prospect which the Chancellor did 
nei minimise im his speech te the Foreign Press Association 


this week ; {£300 million extra for defence together with £300 


‘ million of additional exports to maintain the balance of pay- 


ments will certainly absorb more than a £500 million increase 
im output which it is possible to assume only under favour- 
able conditions. In fact, industrial spokesmen are daily 
voicing increasing alarm at the prospect of dislocating short- 
ages of essential materials—the list includes all the fibres, all 
the non-ferrous metals, coal, many chemicals, and several 
types of steel. 


Some check to the rise in productivity was to be appre- 
hended from the growing importance of defence orders and 
the changes in production lines that these orders would entail. 
Now industry fears disturbances far more profound than 
those, and industrial shares have not ignored these fears. 
Where the direct gains of defence and of the scramble for 
commodities are obvious—as in shipping shares and copper 
issues—the market has responded well enough. But the 
general caution in industrial share dealings is reflected in 
the movement of the Financial Times index of ordinary 
shares from its peak of 118.2 on November 20th (on that day 
it equalled but did not break through its previous “ high ” 
on September 22nd) to 113.4 on Tuesday. The midweck 
recovery—such as it was—raised the index by only one-fifth 
of a point and left “ undated” gilt-edged still fractionally 
above a 3} per cent yield basis. 
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Debate on Raw Materials 


Anxiety about the shortage of raw materials increases 
daily. Mr Attlee flew to Washington last weekend to consult 
with President Truman and the effect of present scarcities 
of materials on defence was an important item on the 
agenda. At home, Mr Shinwell, the Minister of Defence, 
suggested that American stockpiling might lead to British 
unemployment—which is perhaps one way of restating what 
the debate is about. On Thursday, the Minister of Supply 
made a statement on allocat»n that was also in the main a 
restatement of the problem. Positive action lags well behind 
the debate. Perhaps something may emerge from the working 
party which has been set up in Washington to give urgent 
study to these problems. The recommendations of the 
Council of the Organisation for European Economic Co- 
operation about commodity policy seem unlikely to secure 
that something will be done, as well as said, about the threat 
of dislocating shortages. The OEEC’s purview in the field 
of commodities is itself limited because the member countries 
do not comprise both the main producers and the main 
consumers of staple commodities. In these circumstances, 
the report can be no more than a hopeful attempt to inspire 
some form of co-ordinated policy about materials on the 
part of the countries of Western Europe. Much will depend 
on what the OEEC mission now in Washington is able to do. 


The report asks member countries to increase their pro- 
duction (both at home and in their overseas territories) of 
coal, metal ores and sulphur ; to utilise more fully their 
existing productive capacity for coke, aluminium and pulp ; 
to extend production of coke, electricity, aluminium and pulp 
made from fibrous materials ; and finally to increase the 
recovery of ferrous scrap, sulphur-bearing materials, waste- 
paper and rags. It also recommends members to restrict the 
domestic consumption of scarce materials and to encourage 
the use of substitutes, particularly for hides and skins. Perhaps 
the most important recommendation, and certainly the most 
difficult one to carry out, is that member countries should 
discourage speculative buying and check undesirable private 
stockpiling by taking all necessary internal measures 
“especially in the sphere of financial policy.” 


If countries were to act in accordance with these precepts, 
major changes in their present economic policies could result. 
Does the plan for increased coal output, for example, mean 
that Britain ought to allow Italian miners to work in British 
pits to offset the shrinking numbers of British miners? It is 
easy to recommend that new capacity for producing coke, 
electricity, aluminium and pulp should be set up, but less 
easy to achieve in countries where full employment already 
obtains, where rearmament is to be expanded, and where the 
switching of further resources into new investment would be 
a stupendous task. 


x * * 


Aspects of International Co-operation 


The council is of necessity even less specific when it 
turns to recommendations about staple commodities mainly 
produced and consumed by countries outside OEEC. The 
United States is asked to ease the shortage of kraft pulp, 
culphur, cotton and cotton linters and to enable ECA funds 
to be used to purchase coal from the United States. Britain 
1S requested to convene another wool conference and the 
Secretary-General of OEEC is asked “to discuss with pro- 
ducing and consuming countries . . . the feasibility of holding 
international conferences ” on timber, pulp, copper, zinc and 
nickel. There is no indication whether these conferences 
Should be held under the aegis of OEEC or of United 
Nations, If they are convened as international study groups, 
then countries of the Soviet bloc, being members of United 
Nations, would have to be invited. On the other hand, the 
OEEC is hardly the appropriate body to stage them. That 
task would be better left to the United States. 
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Yostwar experience of commodity conferences does not 
encourage any wild hopes of immediate results. The increased 
threat of war might make producers and consumers more 
accommodating to the other’s point of view. But if success 
is to be achieved, the lead must come from the United States 
and Britain as the two countries concerned with the bulk of 
the output and consumption of most of these materials. At 
least they must pursue the same end. If producers are to 
accept an international scheme to ensure “ equitable distribu- 
tion” (whatever that may mean) now, they will want some 
guarantee that market prices will not fall below costs of pro- 
duction when the political atmosphere clears. The cost of 
securing allocation now is likely to be a heavy one for con- 
suming countries. But in the circumstances it may be 
inevitable. 


* * * 


Allocation and Scarce Metals 


On Thursday Mr G. R. Strauss, the Minister of Supply, 
made his long-awaited announcement on the allocation of 
scarce metals. Those who hoped for cut-and-dried plans 
on how the supplieS of such metals as zinc, copper and nickel 
would be distributed among the different consumers, were 
disappointed. The Ministry has so far decided to take no 
specific action, though the Minister said that “ measures 
under consideration in consultation with industry include 
restrictions on the export of semi-manufactures, the pro- 
hibition of the end uses of [scarce] metals for inessential 
articles and the institution of allocation schemes.” If this 
formula means anything, it is surely that the onus of alloca- 
tion will be left to industry. 

As for the rest, the Minister contented himself with a 
review of possible supplies of five scarce metals (zinc, copper, 
aluminium, nickel and steel) during the first part of next 
year. Even here he added little to what was already known. 
Zinc was desperately short and supplies of ordinary grade 
“may have to be restricted . . . to little more than 50 per 
cent of the rate of consumption during the first nine months 
of 1950.” A severe shortage of special shapes of copper will 
affect certain manufacturers, otherwise consumption will be 
the same as in the first half of this year, which was 10 per 
cent less than the current rate. But civilian consumption 
will be reduced as rearmament progresses. Aluminium sup- 
plies will be restricted to 15,000 tons a month against 17,000 
tons a month this year and defence requirements have to 
be met out of this reduced supply. 

On nickel, one of the most serious shortages, the Minister 
merely stated that there was apparently no prospect of 
larger supplies “in spite of the growing demand for defence 
purposes.” Steel offered the only gleam of hope in this 
atmosphere of gloom. According to Mr Strauss, there is 
no real shortage of “general” steel, but he added that 
production in 1951 may be affected by difficulties in supplies 
of steel-making raw materials, particularly imported scrap 
and imported iron ore. 


* * x 


More or Dearer Exports ? 


The Chancellor of the Exchequer declared on 
Wednesday that, even after allowing for an increase in 
invisible earnings, British exports next year would have to 
increase by £300 million (or 14 per cent on this year’s rate) 
to pay for the same volume of imports, because of the 
deterioration in the terms of trade. This is conceived, how- 
ever, on certain assumptions—first that the exchange value 
of the pound is unaltered, and secondly that the average 
price of British exports does not rise. What is regarded in 
the Chancellor’s notation as an increase in the country’s real 
burdens could in other circumstances be brought about by a 
change in relative prices. The question clearly arises whether 
British exports, despite their recent rise in price, are not 
being sold too cheaply. 
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British export prices in October showed the sharpest 
rise for many months. The Board of Trade index rose by 
2 per cent chiefly because of higher prices for wool and cotton 
goods. Prices of metal and other manufactured goods also 
rose, though only slightly. This change—encouraging so far 
as it went, because it suggested that the country was obtain- 
ing better value for its exports without losing any competitive 
ground—was completely offset by a very sharp increase in 
the cost of imports. The index of import prices rose by 
4 per cent, the biggest jump since devaluation. Raw materials 
alone rose by 7 per cent, reflecting higher prices for wool, 
rubber and cotton, while the rise in prices of non-ferrous 
metals and refined petroleum during the month caused an 
increase of 2 per cent in the price index for manufactured 
imports. 

The deterioration in the terms of trade since the end of 
June (when fighting started in Korea) in continuation of a 
persistent trend since September last year (when devaluation 
took place), has become quite alarming. The cost of imports 
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has risen by 8 per cent since June whereas export prices have 
risen by only 3 per cent. Compared with September, 1949, 
imports are now 30 per cent dearer and exports barely 9 per 
cent dearer. These figures illustrate the additional strain 
that the world inflation is imposing on the British economy. 

Contrary to economic argument, most manufacturers and 
exporters seem reluctant to raise their prices until they 
actually come to use higher priced raw materials. But since 
a large part of Britain’s exports go to primary producers, who 
are enjoying very high incomes, it might well be possible to 
fix the prices of British manufactured exports rather nearer 
their current replacement costs without losing sales. Such 
a policy would undoubtedly be frowned upon in certain 
circles—for it might also be held to apply equally at home, 
and that would never do. But if the British rearmament 
programme reduces the volume of exports next year, prices 
will rise under the pressure of market forces. To anticipate 
that move now, even if prices to the domestic market have 
to be increased at the same time, would only establish more 


quickly the inevitable fact that sooner or later prices come 
to reflect inflationary forces. 


x * * 


Tackling the Sterling Balances 


Slowly, and not very surely, the British Treasury is 
undertaking one of the tasks to which it should have given 
priority five years ago; it is bringing the problem of the 
sterling balances under long-term control. Negotiations for 
a permanent settlement with Egypt are now in full swing 
in London. It was pointed out in The Economist of 
November 25th that at the end of August Egypt’s blocked 
balances amounted to {£238} million and its free balances 
to £42 million. Mr Gaitskell has now revealed that Egypt’s 
total balances amounted to £272 million at the end of Sep- 
tember—an apparent drop of £8} million on the month. 
This confirms other evidence that Egypt is now becoming 
one of the most profligate spenders of accumulated sterling. 
Egypt still seems to have some release rights attached to its 
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blocked balance from former agreements. There is a danger 
however, that Britain may now yield liberal further release 
rights in order to secure a tidy long-term settlement—and 
this despite the fact that an unrequited drain on British 
productive resources could not fall at a more inopportune 
time than the present. 


Meanwhile, satisfactory arrangements have been negotiated 
—and written into the Colombo Plan—for a long-term setile- 
ment of the sterling balances held by India, Pakistan and 
Ceylon. Between 1946 and 1949 releases for capital transac- 
tions amounting to £270 million and for current transactions 
amounting to £340 million have been granted to these coun- 
tries. In the six years from 19§1 to 1957 only a further £246 
million will be released. India (whose current balances are 
believed to amount to about £620 million) will draw out {210 
million, in annual instalments of £35 million. Pakistan (whose 
current balance cannot be much above £100 million) is due 
under the plan to draw out £16 million, of which {10 million 
will be for 1951-52 ; a fuller agreement with Pakistan is now 
in the course of negotiation. Ceylon (whose current balance 
is believed to be between £30 and {£40 million) will draw out 
£21 million, in annual instalments of £3 million, in the seven 
years 1950 to 1956. By the end of 1957 the sterling balances 
of all these countries will be down to the “ normal ” level 
required as a currency reserve. This rock-bottom level, 
incidentally, has already been reached by Israel, 
another heavy sterling creditor of the early postwar 
years, whose balances are now likely to be below {20 million. 
The Israel Government’s Economic Adviser, Mr David 
Horovitz, has been in London this week and has, in all 
probability, been swept into the preliminary talks required 
by the current fashion for negotiating permanent settlements. 


The countries mentioned above, together with the EPU 
countries with which permarent settlements are already 
negotiated, accounted for about £1,300 million of the {3.471 
million of sterling balances outstanding on June 30th last. 
Rather over £1,100 million of the rest was held between 
the colonies (holdings about £580 million) and Australia 
(holdings over £520 million) ; the future utilisation of these 
balances is likely to be regulated by gentleman’s agreements 
between Britain and the governments concerned. The 
remaining {£1,000 million or so includes a certain amouni 
of “ water,” such as the £175 million pensions annuity held 
by India and Pakistan and the working balances held in 
London by overseas banks. The significance of this move 
towards long-term settlement of the problem of the sterling 
balances should not be underestimated. The sterling balances 
have always provided one of the biggest stumbling blocks 
to the restoration of convertibility. Provided there is no 
spoiling by the Egyptians, the prospects for long-term 
settlement are now better than they have ever been. 


t& * w 
New Deadlock in Buenos Aires? 


The new bout of Anglo-Argentine negotiations, which 
was foreshadowed in The Economist on November 18th, 
started—and ended—in Buenos Aires this week. Sir John 
Balfour, the British Ambassador, tersely informed news- 
paper correspondents that no progress had been made and 
that another immediate meeting was unlikely. This break- 
down followed confident forecasts of an early resumption of 
meat shipments, with the price provisionally invoiced a! 
£97 a ton. A fuller agreement on overdue sterling remit- 
tances—and, possibly, on a British loan to Argentina—was 
expected to follow later. It has not yet been made cleat 
whether failure to negotiate a stop gap pact of this sort 
was due to British opposition to interim agreements or to the 
introduction of new Argentine demands. 


Meanwhile, the delegation from the Argentine Central 
Bank, led by Mr Eduardo Grumbach, has arrived in 
London ; Mr Grumbach’s nominal objective is to complain 
about the “ discriminatory ” operation of Argentina’s sterling 
exchange guarantee, but, up to Wednesday at least, it was 
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Examples of 
NPB Service 


Through its representatives 
abroad, the Overseas Branch of NPB is in a 
Position to assist customers with problems 
concerning transactions in all parts of the world. 


Vital information relating to shipping, local 
marketing conditions, currency transfers, etc., 
is constantly collated, checked and kept up-to- 
date by a staff of experts. You are invited to 
make use of this, which is only one of the 
many services of NPB. 
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intended that his talks with the Bank of England should 
encompass the wider canvass of Argentina’s sterling balances 
(which are now probably over £15 million) and its outstand- 
ing sterling debts (which amount to rather under £20 million). 
As Mr Grumbach has flown in, Dr Carlos Hogan, the Argen- 
tine Ambassador in London, has flown out. He is to report 
to Bueros Aires on his recent conversations with Mr Bevin, 
and is also, apparently, to join in the high-level discussions 
at Buenos Aires when—and if—these are resumed. 


* * x 


Closer Uniscan Ties 


The family ties between the Scandinavian countries and 
the sterling area have been greatly strengthened by Exchange 
Control Orders issued this week. Their effect is to remove 
the Swedish, Norwegian and Danish crowns from the list of 
specified currencies. This means that proceeds of British 
exports to Scandinavia need no longer be repatriated and that 
residents in the United Kingdom may from now on maintain 
bank accounts in these three currencies. The move may be 
regarded as a symptom of increased confidence in sterling, 
and of the attainment of reasonable equilibrium in_ the 
balance of payments between the sterling area and the Scandi- 
navian countries. The British authorities have always pro- 
fessed the desire to simplify exchange control procedure 
wherever this can be done with reasonable safety. By exempt- 
ing exporters to Scandinavia from the necessity to fill in form 
CD 3 (the form through which the authorities check that 
the proceeds of exports are ultimately remitted home), traders 
will be saved time and effort and a considerable volume of 
checking work will be taken off the exchange control depart- 
ment at the Bank of England. 


These relaxations, welcome as they are, raise an interesting 
problem of reconciliation. Britain and the three Scandinavian 
countries are all members of the European Payments Union. 
The underlying principle on which EPU works is that there 
shall be no discriminatory payments arrangements between 
the member countries. How is it possible to reconcile the 
concessions granted to the Scandinavian countries, through 
removal of their currencies from the “ specified” list, with 
the non-discriminatory philosophy of EPU? The British 
answer is that the spirit of an agreement should prevail over 
the letter; that EPU was intended to foster the expansion of 
intra-European trade and that the regionalism of the Uniscan 
arrangements is fully in keeping with that spirit of expansion. 
This explanation is no doubt acceptable to the functional 
empiricism of the Briton, but it may appear less convincing to 
the strict logic of the Continental. On the other hand it is 
clear that arrangements such as those negotiated with Scandi- 
navia must be reciprocal. If other European countries were 
unwilling to reciprocate the relaxations in exchange control 
_ that Britain is prepared to make, the charge of discrimination 
could not be levelled against Britain. If this is the explanation, 
it is to be hoped that no time will be lost in making it public. 


x x ® 


The Covenant Clamps Down 


Violation of car covenants on a truly magnificent scale 
was attributed last week to a London businessman, who was 
alleged to have placed fourteen separate orders for motor 
cars and to have broken four covenants before the British 
Motor Trade Association caught up with him. To control 
this enterprising man, the Association obtained a court 
injunction ; for the better control of other buyers of new cars, 
the Association and other motor organisations issued a new 
and tighter car distribution scheme last week. From 
December 1st, purchasers of new cars will be bound by 
covenant to retain them for two years, instead of one. More- 
over, dealers are forbidden to sell a car to anyone “ who has 
already had a new postwar car of any make which is still 
in good running order or who has disposed of such a car.” 
According to the industry, the new restriction stems from the 
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failure of the government to increase the present low alloca- 
tion of new cars to the home market in 1951. Last week the 
Minister of Supply announced that only 110,000 cars wil] 
be available for home purchase next year. 


Enforcement of the scheme is left to the dealer, possibly 
on the theory that he gets the biggest share of profit in a car 
sale, and should therefore bear the biggest share of abuse 
from the public. Certainly the plan puts him in a difficult 
position. It ought to be simple enough to find out if a pro- 
spective buyer has owned a postwar car: presumably a tele- 
phone call to the British Motor Trade Association will 
produce the name of anyone who has signed a car covenant 
since the end of the war. But if the would-be purchaser has 
already disposed of a postwar car, simplicity vanishes, Short 
of adding a private detective to his staff, it is difficult to see 
how a dealer can trace this car and judge whether or not it 
was in “good running order” when sold. And surely it is 
asking much of a motor car dealer that he deliver new 
cars only to those “ whose need it is most important in the 
national interest to satisfy.” 


Whether the industry would have devised such a scheme 
except under a strong urge from the Ministry of Supply may 
be open to doubt. Protests from some manufacturers led to 
greater discretion being given to dealers than was first 
intended, so that this section is now admitted to be full of 
loopholes. It is not likely to be taken seriously by the manu- 
facturers and dealers of the higher-priced cars and it may be 
significant that the Ministry of Transport tried and quickly 
abandoned at the end of the war a much more concentrated 
scheme for priority deliveries. There are roughly 15,000 
motor dealers, of which 8,000 handle fair numbers of new 
cars.: They are now delivering orders for popular makes taken 


‘in 1946. The Society of Motor Manufacturers and Traders 


speaks, in its official statement, of “ stamping out abuses ” by 
means of the new regulations, but is this language justified 
by the facts ? The high prices of postwar second-hand cars 
are in part the premium for immediate, as distinct from four 
years’ delivery. Why is it that the impact of pressure of 
demand on any market in which physical supplies are con- 
trolled should always be regarded as “abuse”? Might it 


not be a perfectly natural economic response to an artificial 
situation ? 


x ® * 


Malayan Rubber Tax Modified 


Details of the revised Malayan rubber tax were published 
this week. The basis of calculation has been altered so that 
there will be little or no delay in the impact of the tax ; it 
will rise at a less rapid rate than was originally proposed, 
but it will still be appreciably higher than the existing 
5 per cent ad valorem export duty. The Rubber Growers’ 
Association has stated that the modification does not represent 
an agreed settlement between rubber producers and the 
Malayan Government. The decision was taken solely by the 
government, and rubber producers still smart from the fact 
that their industry alone has been singled out as a source of 
extra revenue to combat internal inflation. 


The method of calculating the tax is certainly complicated 
and it includes a cess for replanting calculated on a different 
formula. The amount of duty payable is shown in the accom- 
panying table, which also gives he existing rate of duty and 
the one originally proposed five weeks ago which was 
discussed on page 768 of The Economist of November 11th, 
Even in its modified form the new tax is high but it does not 
increase so rapidly in a period of rising prices as did the tax 
originally pape. The duty will be fixed weekly and the 
price used will be the average of prices ruling in the preceding 


fortnight. This is indeed an improvement on the first idea 
of altering the tax only every three months and of basing it 
on prices ruling three to six months earlier. When the price 
of rubber does not exceed 60 Malay cents (1s. 43d.) a Ib. the 
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existing rate of duty will apply and no replanting cess will 
be levied. 

The existing levy of 4 cent a Ib. paid to the Malayan 
Rubber Fund to finance research and propaganda will still be 
payable irrespective of the price of rubber or the export duty. 
Although the modified tax comes into force on January 1, 
1951, the Malayan Government has kept to its original inten- 
tion that between January Ist and April 4th the tax will be 
20's cents (§}d.) a Ib., unless the price of rubber falls below 
126.7 cents (2s. 115d.) a Ib. during the period. Forward 
contracts for 1951 which were made before September 24th 


MALAYAN RUBBER Export Duty 


Price of Rubber Existing Original Modified 
er Ih Duty Proposal Versi m 
i 
i 
Malay =| 
ents | penee cents per Ib. cents per Ib cents per Ib. 
69 lo} 3 3 
80 | 225 4 7 7 
100 28 5 12 il 
420 | 334 6 18 15 
149 40 7 25 19 
160 45 8 33 23 
180) 504 9 42 27 
200 | 56 10 52 31 


will be charged, after examination by a special committee, at 
the new rate of duty after January Ist. 


The Malayan Government has certainly yielded to the 
outcry against its first proposal, though not perhaps as much 
as rubber producers had hoped. The rubber industry makes 
less of the charge that the modified tax is too high than of 
the complaint that ir has to bear the fiscal burden of the 
Malayan Government’s anti-inflation programme. The rubber 
market is very sensitive. Indeed in the past week the London 
price dropped 43d. and closed on Thursday at 4s. 3d. 
alb. The report that the United States Government might 
take over the purchase of all American imports caused the 
price to fall by 65d. on Monday. In these circumstances it 1s 
debatable whether rubber ought to shoulder the whole fiscal 
burden. Would a simpler and lower yielding export tax on 
rubber and the other main exports from Malaya have served 
Malaya’s purpose equally well ? 


® * x 


The Coal Board’s Loss 


The bare civility of the letters exchanged between Sir 
Eric Young and the Minister of Fuel and Power following 
the conversation which led to Sir Eric’s resignation from the 
National Coal Board reveals at any rate nothing about coal. 
Both have since categorically denied that the resignation had 
anything to do with the coal crisis, and Mr. Noel-Baker has 
added that it did not arise from any dispute over the policy 
—or the constitution—of the board. Sir Eric Young, who 
was the last mining engineer on the board—and the last 
member with direct experience of the industry before the 
board was created—was one of the original two production 
members. Sir Charles Reid, his first colleague, resigned in 
May, 1948, on the ground that the board could not operate 
successfully through the organisation it had set up, and not 
long afterwards produced detailed suggestions for limiting 
the number of areas, abolishing divisional headquarters, and 
delegating powers from the central. board. At the time of 
Sir Charles Reid’s resignation Mr. Young, as he then was, 
denied rumours that he was not “in harmony” with the 
board, though he confirmed his agreement with Sir Charles 
on many points. The unexplained departure of the board’s 
most prominent mining expert, at the end of a year in which 
the NCB has shown itself either unable to recognise clear 
danger signals or unable to devise means to combat the 
dangers, and shortly after the publication of its elaborate 
1§-year production plan, is disquieting. 
Nor was the week’s statistical report of the industry’s 
performance much more encouraging. It is something gained 
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that the National Union of Mineworkers should call for 
Saturday working at more pits, and that perhaps 270,000 
tons should be raised last Saturday against about 100,000 tons 
a week earlier. Mr. Churchill, and other people who share 
his regard for men in a bitter and dangerous calling, may 
gracefully express the nation’s thanks to the miners who work 
on Saturdays; but that does not alter the fact that the week’s 
total production, though increased to 4,510,000 tons, was 
lower than that of ine corresponding weck in 1949 and could 
largely have been expected from the extra effort normally 
put in at this time of year by miners who want a little extra 
money for Christmas. The test of the NUM’s appeal will 
come in the weeks after Christmas. The risks of serious 
industrial dislocation will be high unless output shows a rapid 
and permanent gain. 


* *® * 


New Light on New Issues 


Before 1914 the main business of the London new issue 
market was foreign investment ; long-term issues on foreign 
account were over £200 million a year at their peak, while 
home issues were usually only about £30 million a year. 
All too often, moreover, the main purpose of domestic issues 
was to make a quick profit for the promoters. It was not 
until the inter-war period that new types of issuing house 
sprang up for the home market—houses that are more inter- 
ested in enhancing their good name with each issue they 
handled than in making a quick profit. The emergence of 
these houses, together with improvements in the law and in 
Stock Exchange regulations between 1914 and 1945, gave 
London the sort of mechanism for long-term capital pro- 
vision that it had long required. “ The emporium had been 
rebuilt and re-equipped regardless of expense; . . . the 
shop assistants, scientifically trained and hygienically clothed. 
stood awaiting business. But where were the customers ? ” 


This question, garbed in this metaphor, was the main 
theme of Professor Frank Paish’s inaugural lecture on taking 
up the Chair of Business Finance at the University of London 
this week. The full text of his address will deserve close 
study in the City when it is reproduced, in due course, in 
Economica. Professor Paish pointed out that the Midland 
Bank’s figures of non-Government new issues averaged £145 
million a year in 1948 and 1949 ; the corresponding figure 
in the five years ending 1937 was £163 million, in the five 
years ending 1930 it was {£284 million and in the pre- 
1914 era it was probably over {200 million. Expressed as 
proportions of national income, the fall in new issues is even 
more striking—from nearly 10 per cent before 1914 to 7 per 
cent in the 1920s, to 4 per cent in the 1930s and to less 
than 13 per cent in 1948-49. Professor Paish cited figures 
to show that this fall was not due to any fall in the propor- 
tion of the national income being saved and invested. It 
was due, he believed, to the change in the origins of savings ; 
personal saving probably accounted for more than two- 
thirds of all saving in 1914 but, on the basis of the latest 
official figures, far less than one-sixth of it in 1949. Professor 
Paish believed that, by dint largely of sales of existing securi- 
ties to institutions and to the National Debt Commissioners, 
private investors still managed, in 1949, to put up funds for 
half the new issues coming on to the market ; the increase to 
over 7§ per cent in the proportion of new issues (other than 
issues to shareholders) that were made by way of placings, 
however, was a clear sign of the increased importance of 
insurance companies and other institutions in the new issue 
market. The increased importance of institutions as 
investors provided strong support for their fellow—and 
weaker—shareholders in any struggle with boards of 


directors ; Professor Paish was not therefore inclined to 
regard their growth in relative importance as undesirable. 
He did, however, regret the fall in new issue business as a_ 
whole, and saw the only glint of hope “in the very long- 
term” when “Government expenditure might some day 
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begin to rise more slowly than national income,” thus 
generating a fall in the relative level of taxes and an increase 
in net personal savings available for investment. 


* ‘® x 


Wool Still Rising 


The wool market has more than recovered from its tem- 
porary setback in October and prices last month reached new 
record levels for all categories. Merino (64’s) averaged 216d. a 
Ib. against 206d. after its initial jump in September and 106d. 
in November, 1949. The rise in prices for fine and medium 
crossbreds has beep even sharper. In an attempt to reduce 
their raw material costs manufacturers are now switching to 
lower counts, and the price spread between grades has 
narrowed appreciably. Demand during the past week in the 
dominion markets and in London has remained very firm, 
though buyers are naturally apprehensive about the present 
height of prices. 

Current trends in wool consumption in the main consum- 
ing countries offer little hope that prices might ease in the 
near future. Activity in the American and British wool textile 
industries is being maintained at a very high level—higher 
even than in the first half of this year—and the concentration 
is on worsteds rather than woollens. Output in Western 
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Combing 1949 1950 

Wool |—- ———-—- ] —— (a 
} 
ijuemty Sept. | Nov May June July | Sept. | Oct. | Nov. 
| l 

70's 9% 114 151 | 14% | 156 221 216 228 
64's 88 106 145 140 151 206 202 216 
60's 83 101 135 131 141 191 183 204 
58's 68 84 lll 104 lll 168 166 186 
56's 58 70 91 81 90 148 150 163 
50's 384 57 67 63 nit 137 135 145 
48's 37 54 65 61, 71 135 133 141 
46's % 5lh 65} 65 72 133 132 141 


Source ; U.K.—Dominion Wool Disposals Ltd. 


Germany is still expanding and its yarn production is now 
well above the total output in 1936 for the whole of Ger- 
many. In France, Belgium and the Netherlands production 
is also rising, but the increase in the second half of this year 
has been much less marked. 


Two months ago the wool study group thought that the 
use of alternative materials by the wool textile industry might 
ease or at least prevent any further increase in the demand for 
the reduced supplies of raw wool. Like many other forecasts 
in wool, this one is proving to be wrong. Reduced exports of 
American cotton implies that rayon and synthetic fibres are 
likely to be used to an even greater extent by the cotton indus- 
try. Yet the world output of rayon is itself restricted by the 
shortage of cotton linters and woodpulp. The British wool 
textile industry is using more rayon than it did a year ago, 
but the total quantity is still only a fraction of its annual con- 
oo of raw wool. Even the supply of shoddy and mungo 
is likely to be restricted, as the fear of a clothing shortage is 
making the public less willing to discard its old clothing. As 
prices of new clothes rise under the impact of dearer raw 
materials, this tendency is likely to be increased. Moreover, 
the wool market has still to feel the full weight of American, 
‘British and European demand for military uniforms. 


* * x 
More About the Tea Market 
Slowly a detailed scheme for the ing of the 
London market next April is emerging from the joint discus- 
sions between the tea trade and the Ministry of Food. Speed 


is not vital at this stage and it is well that full consideration is 
being given to all the problems likely to arise when the London 
tea auctions are resumed so that they will be able to operate 
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smoothly. Tea brokers are grateful for this new freedom 
even though it is prescribed by government regulation, for 
they are convinced that, if after a trial period they can prove 
that private trade can handle tea imports better than the 


system of centralised purchase, full freedom will be restored 
to them. 


The arrangements so far made allow for two types of 
imports for home consumption. The first is tea sold in the 
auctions on estate account ; the flat-rate subsidy of a shilling 
a pound on these teas will be paid by the Ministry of Food 
to the brokers when the tea is sold. The second category of 
imports is private purchases by the big concerns direct from 
estates or from the Calcutta and Colombo markets. The 
subsidy in this instance will be paid as the teas are taken out 
of bond for consumption in this country. 


Buyers will still be allotted a maximum buying quota 
dependent on their ration registrations. Part of this quota will 
be met by allocations from the Ministry’s stock and the 
remainder will form their maximum purchase at the auctions 
during the period. Those firms buying direct from producers 
must state how much of their imports is to be debited against 
their allocation for each four-weekly period before arriving 
at their maximum purchases at the London auctions. Buyers 
therefore will have to work to a maximum purchase and to 
maximum prices determined by controlled retail prices for 
tea and the fixed subsidy. Brokers must act solely as agents 
and are not permitted to “ buy over,” i.e., carry stocks. 


The value of this experiment of private trading in a 
rationed and subsidised food is that it enables all the technical 
experts in the tea trade—the samplers, tasters and valuers— 
to practise their skill once more, and it will also give con- 
siderable scope for tea to be bought according to quality. The 
trade are confident that with Mincing Lane in operation again 
Britain will not only obtain larger supplies at reasonable prices 
but that it will also enjoy a great improvement in the quality 
of tea marketed. There is, moreover, a possibility that ration- 
ing may be discarded within the next two years. Tea produc- 
tion in Indonesia is at long last beginning to recover fairly 
rapidly, while improved methods of cultivation in India and 
Ceylon are yielding larger crops from the same acreage. If 
political conditions permit this increase in production to 
continue, supplies may be adequate in 19§2. 


* * x 


Austin and Defence 


The first motor firm—and indeed the first firm in any 
industry outside the munitions field proper—to report the 
use of additional manufacturing capacity for defence con- 
tracts is Austin Motors, which has leased the aircraft factory 
beside its own Longbridge works which it managed for the 
Ministry of Aircraft Production during the war. Here it will 
begin manufacturing not only the new four-wheel drive 
vehicles (roughly corresponding to the jeep) for which an 
Army contract has ini been announced, but some of the 
four-cylinder engines for these vehicles and “a large 
number” of eight-cylinder engines (presumably for use in 
10-ton vehicles and sibly, in pairs, in tanks). engines 
are from the Rolls-Royce *B” range designed for the Fight- 
ing Vehicles Division of the Ministry of Supply. 

Mr Leonard Lord, who announced this expansion of out- 
put for defence at the company’s annual meeting this week, 
believed that it should not interfere with normal production, 
“always providing that the materials are made available.” 
It will be superimposed upon a record production of civilian 
cars and commercial vehicles, amounting to 157,628 in the 
year to July ; in the three months that have elapsed produc- 
tion has run at the rate of more than 165,000 vehicles a year, 
plus 300 tons of spares a week ; even this high rate is still 
limited by sheet steel ies. The firm sold 80,000 of its 


light A.40 saloons abroad during the year, and 15,000 of 
its new two- and five-ton trucks, for which it has now orders 
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THE 
*BANK-INSUR ANCE?’ 
GROUP OF TRUSTS 


British banks and insurance companies conform to the 
Three Golden Rules for investors : ONE—They provide 
essential services to trade and industry. TWO—They 
are managed with skill and prudence. THREE—They 
allocate a large part of profits to reserves. 


A most convenient and economical method of obtaining 
a freely marketable investment in these high-grade 
equities is by a purchase of Units in the ‘ Bank-Insurance’ 
Group of Trusts. Apply through any Stockbroker or 
Bank for leaflets, prices and dividend rates. 


Bank-Units : 33% of the Trust Fund is spread over the $ 
shares of the big 5 Canadian Banks: 23% is in other 
Dominion & Colonial Banks and 39% in Home Banks 
and Discount Companies. 


Offer Price, Sth Dec. 23/6}. Yield £3/9/4%*t 


Insurance-Units: A spread over the shares of 30 British 
Insurance Companies ; a considerable part of their 
premium income is earned in $ and the sterling value of 
their very large $ investments has greatly increased as a 
result of the revaluation of the £. 


Offer Price, Sth Dec. 22/4} Yield £3/8/S%t 
Bank-Insurance Units : 36% of the Fund is spread over British 
Insurance Companies ; 164% over § shares of Canadian 
Banks; 144% in other Dominion, Colonial and O' seas Banks 
and 28% in Home Banks and Discount Companies. 


Offer Price, 5th Dec. 21/11}. Yield £3/10/2%*t 
* Subject to reduced rate of tax, allowing for D.1.T. relief. 


+ The yield is calculated in accordance with Board of 
Trade requirements. 


MANAGERS: BANK INSURANCE TRUST CORP. LTD. 
30 CORNHILL, LONDON, E.C.3 
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SULPHUR 





cc — me fire, that I may purify the house with 
sulphur” wrote Homer in the Odyssey. This 
yellow rock, which burns to form choking fumes, has 
been known since the earliest days of civilisation. 
Pliny describes the surface desposits of sulphur in Sicily 
and explains how it was used in medicine and for 
bleaching cloth. The Sicilian deposits were for centuries 
the main source of sulphur, but today the vast under- 
ground beds in the United States provide most of the 
world’s needs. Industry uses sulphur for bleaching and 
agriculture for spraying fruit trees. Medicine has always 
used sulphur, which is one of the elements in Epsom 
salts -and the healing waters of Spas. It is also a 
constituent of drugs like the sulphonamides. But the 
greatest use of sulphur is in sulphuric acid, a chemical 
so vital to modern industry that its consumption is a 
guide to a nation’s industrial activity. 
I.C.I. makes hundreds of thousands of tons of sulphuric 
acid every year. It is essential in the 
manufacture of fertilizers, textiles, dye- 
stuffs, drugs and plastics. Without 
sulphuric acid industry could not 
carry on. 
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SALES & PURCHASE 
STORES & STOCK CONTROL The Shannon Limited 
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$00 to 15,000 RECORDS 

HANDLED BY ONE CLERK 
Nowadays, visible records tend to replace other forms of 
records—including bound books, “ blind ” cards, ete. High 
labour costs make this change desirable. Here is a new 
-ystem, Shannoleaf, which is replacing old methods. Each 
record has an overlapping visible edge—for quick sighting, 
posting and reference. Each record has a perfectly flat writing 
surface and is firmly held in position. Removal and replace- 
ment is done by a simple flick of the trigger—no keys, no 
eumbersome mechanisms. The stream-lined binder is only 
2}” thick—the slimmest system ever made. The records 
themselves—whether standard (lower in cost, quicker in 
delivery) or specially printed — cover every conceivable 
need. Just write “ Shannoleaf” on your letterheading for 
full details by return. 





FIRST IN FILING 


149 Shannon Corner 
New Malden 
Surrey 
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ering the current year’s whole output. Such prosperity 
prarsy # spread, Mr Lord declared, in higher wages and in 
the increased dividend ; he noted that the Exchequer was 
getting its share from the $33,936,000 that the company 
earned by North American exports as well as from taxation. 
The shareholders, not unmindful of another spreading of 
prosperity in which the Exchequer managed to share this 
year, commiserated with Mr Lord in the retrospective 
removal of most of the tax-free gift they gave him last year, 
and passed a resolution asking the board to see what could 
he done to recompense him. 


* * * 


Electronic Computors for Defence 


The significant difference between the electronic 
computor built by the National Physical Laboratory and 
similar machines here and in America lies in its size. 
Although it is made up of 800 valves, compared with the 
20,000 used in the best known of the American machines, 
it is believed to be among the fastest now working. It was to 
have been a pilot model for a full-scale computor and its 
size was kept to the minimum compatible with its doing 
useful work. But now that its designers see a way to expand 
its calculating capacity without increasing its size, the larger 
model has become unnecessary. 


Electronic computors were developed to handle mathe- 
matical problems which can take weeks or months to work 
out on ordinary calculators ; some of those sums have never 
been attempted simply because of their length. The 
machines’ greatest value is in handling a long sequence of 
inter-related calculations ; by using electrons which move 
at speeds measured in millionths of a second, these problems 
can be resolved in minutes, provided they are fed into the 
machine in a suitable form. The technique of planning a 
programme for the machine, according to the calculation it 
has to solve, is perhaps the most difficult aspect of its use. 


The NPL computor is of importance to industry for it 
is the first in Britain available for general service. The more 
accurately industry requires to know the behaviour of 
physical and chemical structures, the more valuable the 
computor can b in reducing the time and cost of establish- 
ing this knowledge. But the salient feature of the NPL 
machine—its combination of high speed and small size—is 
not fundamental in what might be called its routine mathe- 
matical work, except that fewer valves should mean fewer 
potential break-downs. If the machine were to be applied, 
say, to solving problems involved in an anti-aircraft defence 
network, such characteristics would be most important. 
For instance, if the computor were used in conjunction 
with long-range radar, it might work fast enough to 
provide anti-aircraft guns with data of a degree of accuracy 
hitherto unknown on the course and speed of incoming 
enemy aircraft and possibly of guided missiles. Such calcu- 
lations would take several days to work out by ordinary 
mechanical methods. Much practical experience with the 
machine would be needed before such applications in defence 
could be perfected, but reports from the United States 
suggest that a computor has been designed to help to direct 
guided missiles on to an incoming target. The day may soon 
arrive when every gunnery officer must be a Senior Wrangler. 


* x * 


Television’s Half-Million 


The 500,000th television licence was issued late in 
October, and its sale marks the end of the industry’s most 
difficult development period. Total sales for 1950 are 


expected to reach 400,000 receivers and next year, with the 
Holm Moss transmitter opening in June and the Scottish 
transmitter by the end of the year, sales may reach 700,000. 
Output in the industry is at the moment at the rate of 50,000 
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receivers a month a rate appreciably higher than earlier in 
the year. 


There have been considerable changes in this pattern of 
rising demand. As the quality of the receivers has improved 
and the margin of quality between the products of different 
manufacturers has become less marked, demand has swung 
from high-priced large sets to small table models some £40 
and {50 cheaper. Shortage of money may have something 
to do with this, but a stronger reason is that the table 
receivers now give almost as good a picture, even on the 
frmges of the reception areas, as do the more expensive 
models, 


By far the largest number of sales continue to be made in 
the London region covered by the Alexandra Palace trans- 
mitter; its range, thanks to improvements in both transmitters 
and receivers, extends to the South Coast and as far as the 
Isle of Wight. The opening of a market for television sets 
in a new area requires a good deal of patience, and some 
manufacturers who had overlooked the need to break down 
this initial resistance have been disappointed this year at the 
slowness of receiver sales in the Birmingham region. 


The estimate of next year’s potential sales may or may not 
be accurate ; the industry’s chief concern is whether the 
re-armament programme will prevent it from producing 
enough receivers. No official indication has yet been given 
of the demands which will be made upon the industry but 
certain facts are clear. Radar equipment is urgently needed, 
and aircraft manufacturers complain of difficulty in obtaining 
radio and electronic equipment for their expanded production 
programme. Moreover, production of guided missiles will 
make heavy demands on manufacturers of radio components, 
if not on radio assembly firms themselves. The industry is 
at least not blind to the possibility that production of radio 
and television receivers might have to be restricted. 


* * * 


Natural History of Steel 


Long-term estimates of future steel demand, as Sir 
Andrew McCance remarked recently, tend most commonly 
to be made by self-appointed experts outside the industry 
on the apparent basis that the less they know about steel, the 
higher they set their sights. Sir Andrew is deputy chairman 
and managing director of Colvilles’ and is an acknowledged 
expert within the industry—yet his own analysis and pro- 
jection of the course of steel production, delivered in the 
third Harold Wright Lecture at Middlesbrough,* were based 
upon a highly original method that can hardly have been less 
foreign, though it was infinitely less repugnant, to most of his 
colleagues in the massively practical business of steel-making. 


His method, too intricate to be more than sketched here, 
involves an almost biological approach to the growth and 
form of a steel industry as a “ natural” phenomenon. In his 
study of the development and structure of steel industries 
in Britain and the United States, Sir Andrew has been able 
to trace certain statistical regularities which hold good for 
each. The output of the largest unit in each industry, for 
example, bears a similar (as Sir Andrew would argue, a 
natural) relation to the total output of the industry ; and the 
numbers of works of given sizes, expressed as percentages of 
all the works in the country, seem to follow a simple 
exponential distribution. In steel production, the distribution 
of furnace sizes, expressed as a fraction of the total number 
of furnaces, corresponds for both countries: “our furnaces 
and theirs are adapted subconsciously to the magnitude of 
the industries which they serve.” Sir Andrew put forward 
a semi-empirical formula that might be expected to match 
the course of development in steel production since steel- 
making began ; this formula does, in fact, follow the statistical 
records for both countries with a surprising degree of 
concordance. 


* “Production in the Stee] Industry: Its Growth, Distribution 
and Future Course.” (The Cleveland Institute, Middlesbrough.) 
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When he came to carry these calculations forward, Sir 
Andrew McCance concluded that there is no evidence that 
the steel output of Britain and America, in the near future, 
will rise to a maximum and then decline ; given the present 
trend, he estimated, British steel production should be 
174 million tons a year by 1960, 20.7 million tons by 1970, 
and 24.6 million tons by 1980. His demonstration that the 
ratio of British open hearth steel output to American is pro- 
portional to the square of their respective number of furnaces 
has a certain practical significance for productivity com- 
parisons. Since larger units of plant give a greater output 
per man employed, it suggests that the productivity per man 
in any country increases automatically with the size of the 
industry in that country. “Thus we in Britain can only 
expect our average productivity to equal that of the United 
States when our steel industry more nearly approaches the 
American industry in size,” concluded Sir Andrew. “The 
chances of our ever doing so, therefore, seem small.” Applied 
to industry in general, this heretical suggestion (to be kept 
at all costs from the Society for the Prevention of Cruelty 
to Productivity Teams) opens appallingly simple possibilities. 
Can it be that certain things about British industries are 
rather smaller because they are not so big ? 


Shorter Notes 


The most important result of the segregation scheme 
,announced this week by Brown Bayley’s Steel Works, Ltd., 
after agreement with the Ministry of Supply, is that control 
of the Hoffman Manufacturing Company, the ball-bearing 
makers, will now remain in private hands. Brown Bayley’s, 
which owns 52 per cent of Hoffman’s ordinary capital, is to 
retain this holding, its 88.5 per cent interest in the Farnley 
Iron Company, its South African subsidiary, certain quoted 
investments with a market value of £6,770, and an amount to 
enable it to pay dividends up to February 15th, the vesting 
date for steel nationalisation. Alli other assets will be sold to 
a new company, Brown Bayley Steels, Ltd., which will be 
taken over in return for compensation of £1,128,750 in 
British Iron and Steel stock. 


* 


Sales by the wholesale textile trade to retailers in October 
were the highest ever recorded. The monthly index pre- 
pared by the Wholesale Textile Association in collaboration 
with the Bank of England rose by 30 points to 186 (1947 = 
100). The wholesale trade has resumed its prewar function 
of acting as a cushion between retailers and manufacturers. 
The heavy retail sales of clothing in September no doubt 
forced shops to restock in the following month ; the large 
wholesale sales in October might have even covered some 
voluntary stock building by the larger retailers. But the 
public’s scramble for clothing has tended to die down, and 
more recent reports suggest increased consumer resistance. 


* 


A policy decision of some significance is revealed in the 
report of the Woolwich Equitable Building Society for the 
year ended September 30th. During the greater part of the 
year the board decided “as a measure of prudence in times 
of difficulty and uncertainty” to restrict new mortgage 
advances. The accounts show that these have fallen from 
£13-9 million to {11.9 million. Since the Society also 
obtained g further net increase of funds, particularly in 
respect of new shares, the year’s changes have brought about 
an appreciable strengthening of the Society’s liquid resources. 
Investments increased from £8.1 million to £10.5 million 
and the balance sheet shows that investments, cash and other 
quick assets now comprise 18.3 per cent of total assets com- 
pared with 16 per cent at the end of September, 1949. 
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SECURITY PRICES AND YIELDS 


A fuller list containing 346 securities appears weekly .n the Re 
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British-made..for 
British trade! | 


e 
— 


. 


New factory for Britain’s 52-year-old producer of 
figuring, accounting and statistical machines 


URROUGHS business has been expanding in Britain since 
1898. With its factories in Nottingham and Strathleven, with 
its widespread service organization, it is creating employment for 
more and more men and women throughout the British 
Commonwealth. 
The new Strathleven plant is welcome news to business and 
government. More Burroughs machines for British business, 
more for export, too. 


There is a Burroughs office near you. Why not phone today? 
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Burroughs new plant (foreground building) at Strathleven, 
Scotland, was formally opened on October 3rd of this year. Its 
150,000 square feet of production space, coupled with Burroughs 
output from Nottingham, England, assures increased production 
of Burroughs business machines. 


Wherever there’s business there’s 
e 


Burroughs §; 


BURROUGHS ADDING MACHINE LIMITED, 
Avon House, 356-366 Oxford St., London, W.1 
Factories: Nottingham (Est. 1898); Strathleven, Scotland 
ADDING - CALCULATING - ACCOUNTING 
STATISTICAL MACHINES 





An Annuity 


will offset reductions in income 


For a man aged 65 (or a woman aged 70) the gross income 
for life from an annuity is over 10° of the purchase money. 


(For residents in some countries payments are exempt rom U.K. tax.) 


Enquire for details at your age 


The Equitable Life 
Assurance Society 


Founded 1762 


19 Coleman Street, London, E.C.2. 


No commission 


No shareholders No agents 





HENRY GARDNER & CO. LTD. 


(CAPITAL AND RESERVES, £1,800,000) 
is associated with 


The Cyprus Co. Ltd., Drew, Brown Ltd. (Canada), 
Sandilands Buttery & Co. Ltd. (Malaya) and C. Tennant, Sons & Co., of New York 
and with the organisation of The British Metal Corporation Ltd., London, Australia, 
Canada, India and Seuth Africa. 


The Group provides manufac- | world. Expert knowledge in distri- 
turers and producers of finished | bution and salesmanship is avail- 
articles and raw commodities with 
an economical method of market- 
ing their products throughout the | the Group. 


2 METAL EXCHANGE BUILDINGS, LEADENHALL AVENUE, LONDON, E.C.3 


able through the various units of 


TELEGRAMS : CABLES : TELEPHONE : 
Nonfermei Telex London Nonfermet London MANsion House 4521 (10 iines) 


Branches at BIRMINGHAM, MANCHESTER and GLASGOW 


eae RAL INTEREST 
ECURITY 
Gyscniminarine INVESTMENT 


This Society, now celebrating one hundred years of progress 
and public service, invites investments from £1 to £5,000, 


yielding 2}°% net. 
/sle Of . 


THANET 


BUILDING SOCIETY 


ASSETS EXCEED- £7,500,000. 
Head Office: RAMSGATE, London Office: 99, Baker Street, W.1. 
LLL a Ss SSS ASSN 
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PRINCIPAL 
LONDON 
OFFICE: 


75, CORNHILL, 
E.C.3. 


elid 


THE 
DISTRICT BANK 
IN LONDON 


LONDON COMMITTEE : 
SIR THOMAS D. BARLOW, G.B.E. 
SIR ROBERT A, BURROWS. 
SIR KENNETH LEE, Br. 
ALAN RUSSELL, 
Tue Rr. Hon. THE EARL OF VERULAM, 
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ALEXANDERS DISCOUNT. 
COMPANY LIMITED 


24, LOMBARD STREET, LONDON, E.C.3 


CAPITAL PAID UP-  ~- £1,400,000 
RESERVES - = = £2,200,000 















DIRECTOR; 


THE RT. HON. LORD COLGRAIN, Chairman 
SIR ERIC GORE BROWNE, D.S.0., O.B.E., T.D., Deputy Chairman 
GEORGE CLEVERLY ALEXANDER 

ROBERT ALEXANDER 

THE RT. HON. LORD BALFOUR OF BURLEIGH. D.L. 
MARK DINELEY 

ALAN RUSSELL 






MANAGER 
ANTONY MACNAGHTEN 
DEPUTY MANAGER CHARLES C. DAWKINS 
ASSISTANT MANAGERS €. P. 8. BAGGALLAY, A. |. McLENNAN 
SECRETARY F W HATCHER 











BANK AND FIRST-CLASS TRADE BILLS 
DISCOUNTED 


MONEY RECEIVED ON DEPOSIT 
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WILLIAMS 
DEACON’S 
BANK LTD. 


FOUNDED 1771 
Governing Office: 
MOSLEY ST., MANCHESTER 
London (City) Office: 

20, BIRCHIN LANE, E.C.3 


OVER 200 BRANCHES 


Associated Banks: 
THE ROYAL BANK OF SCOTLAND 
GLYN, MILLS & CO. 




















GRINDLAYS BANK L° 


(Established 1828) 
BANKERS AND AGENTS 


Head Office 
54, PARLIAMENT STREET, LONDON, S.W.I 


with 
‘ SHIPPING, PASSAGE AND INSURANCE DEPTS. 
at 9, TUFTON STREET, S.W.1! 


and 
INCOME TAX, EXECUTOR AND TRUSTEE DEPTS. 
at |, BRIOGE STREET, S.W.1! 


GRINDLAYS BANK LTD. CAN PROVIDE 
BANKING FACILITIES OF EVERY DESCRIPTION 
INCLUDING FINANCING OF TRADE WITH 
INDIA, PAKISTAN, BURMA AND CEYLON 


Overseas Branches 
BOMBAY CALCUTTA MADRAS DELHI 
NEW DELHI SIMLA 
PESHAWAR LAHORE QUETTA 
RANGOON COLOMBO 















KARACHI 
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INTERNATIONAL BANKING 
| SURVEY 
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This survey, and the accompanying special 16-page selection of International Banking Statistics 
that appears in this week’s issue of the RECORDS AND STATISTICS supplement, is complementary to 
the similar survey and statistical analysis of banking in the British Commonwealth published on 
June 17th and 24th last. These half-yearly features together comprise the new form of THE 
ECONOMIST BANKING SUPPLEMENT which has been published for many years. 


Is the Dollar Shortage Over ? 


T is clear that the dollar shortage is no longer the 

most pressing financial problem confronting the 
world today. It is not so clear, however, whether this 
is more than an evanescent phenomenon in the history 
of the 1950s. With American resources stretched to 
meet a boom that is already an inflation, with American 
gift dollars still flowing out to the world at a rate of 
several billions a year, and with the ramparts of import 
control set up in the period of dollar shortage still 
enthusiastically manned by cautious Governments the 
world over, it is not surprising that America’s gold 
1eserves should be running down and that the world’s 
dollar balances should currently be mounting. Will this 
state of affairs continue once the artificial elements in 
the present situation have disappeared ? 


It is, as a rule, unwise to distinguish too finely 
between the artificial and the normal ; if the history of 
the last generation has taught any lesson, it is that 
“normalcy” rarely comes. But the dollar shortage 
seemed such a persisting phenomenon during the years 
of its greatest gravity that it does perhaps provide one 
of the few exceptions where the analyst may flout the 
tule. It is worthwhile, therefore, to examine the stages 
of the world’s three-and-a-half-year-long advance 
towards dollar equilibrium and to examine how many 
of the marches in that advance were due to the slow 
functioning of economic laws (on which Lord Keynes 
set so much store in his last article) and how many were 
due to such extraneous and exceptional factors as the 
attack upon Korea. 


The move towards balance in the United States’ 
external payments took part in three distinct stages. The 
first stage was the period of slow, though irregular, 
progress from early 1947 to early 1949. The second 
Stage was the spurt towards balance between the devalua- 
tions of September, 1949, and the outbreak of hostilities 
in Korea. The third stage, on which statistical docu- 
mentation is still inadequate, dates from President 
Truman’s “ rearmament message ” to Congress last July. 
Seen in this perspective, the story is one of ever-accelera- 
ting world recovery—though admittedly of recovery 
from an initial position of abysmal crisis. In the second 
quarter of 1947 the United States’ current external 
surplus amounted to $3,165 million—or, in other words, 
was running at the fantastic rate of over $12.6 billions a 
year. This $3,165 million surplus was partly bridged 
by $1,405 million of Government long-term lending 
abroad (chiefly, of course, the loan to Britain) and by 
$617 million of “unilateral transfers” (which is 


American balance-of-payments terminology for dollar 
gifts) to UNRRA, etc., and later, under ERP. Despite 
this, the world’s gold and dollar holdings ran down by 
$1,176 million in that quarter—a rate of depletion which, 
if continued, would therefore have meant that there 
would not have been a single dollar or ounce of gold left 
outside the United States by the end of 1952. 


The recovery from this crisis can be seen in Table I. 
This table lists the factors leading to the move towards 
equilibrium in America’s balance of payments as shown 
in the second quarter’s figures of each year from 1947 
to 1950. The second quarter of each year has been 
chosen for comparison because presentation of the table 
in this fashion seems to provide the best thumbnail 
sketch of the trends. The second quarter of 1947 was the 
period in which America’s current account surplus 
reached its height, the second quarter of 1948 was the 
period in which European recovery first became 
apparent, the second quarter of 1949 was the period in 
which the American recession began to show itself (but 
was also a period not so distorted by speculative capital 
movements as the third quarter of the year), and the 
second quarter of 1950 was the period of what seemed 
to be approaching “ normalcy ” but was actually that of 
approaching storm. The second quarter of 1950 also 
happens to be the latest quarter for which full American 
balance of payments figures were available at the time 
that this issue of The Economist went to press. 

TaBLE I—BriDGING OF DOLLAR GaP 


Changes in US Balance of Payments Figures between April-June 
Quarters of each pair of years 
($ Million) 


| 1948-49 1949-50 














| 1947-48 

-— — i 
Decrease in Cxports ...ccccscovcccccesecs 883 | — 65 873 
PRCCOONE It MONEE 5 oc 6n.c5.600e + cneeeee 330 — 132 232 
Decrease in invisibles.......ccccsccvecces 118 7 180 
Decrease in surplus on current account... | © 1331 =| — 190 1285 
Increase in US gifts abroad...........005 40 | 606 | — 457 
Increase in Govt. long term investment... —1278 — 21 } — 85 
Increase in private long term investment.. 109 | 15 — 163 
Other capital transactions..... Seana that |} = 375 ; — 118 159 
Other influences (unidentified) ............ | 322 | — 80 293 
Diminution in drain on world gold and 


CEE SORNUGE io scn nc cttw e deansc nese 569 210 1034 


The convention used in Table I is that each influence 
that tended to bring America’s external tables into 
balance is treated as a positive item and each influence 
that tended to make the dollar shortage worse is treated 
as a negative item. It will be seen that between the 
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Over three hundred Branches and 
Sub-offices in Scotland and three 
Offices in London 


CHIEF OFFICE: 62 LOMBARD STREET, E.C.3. 
KINGSWAY BRANCH: IMPERIAL HOUSE, W.C.2. 
WEST END BRANCH: VIGO HOUSE. 115, REGENT STREET, W.1. 


THE COMMERCIAL BANK 
OF SCOTLAND LIMITED 


HEAD OFFICE : 14 GEORGE STREET, EDINBURGH 


GENERAL MANAGER: SIR JOHN MAXWELL ERSKINE, €.B.E., D.L. 


THE 
STANDARD BANK 
oF SOUTH AFRICA umitep 


Bankers in South Africa to the United Kingdom Governman .. Bankers co the Govern 
ments of Southern Rhodesia, Northern Rhodesia. Nyasaland and Tanganyika. 


Capita! Authorised and Subscribed - £10,000,000 
Capital Paid-up - - - - + 5,000,000 
‘ Reserve Fund - - - - -  £5,000,000 


10 CLEMENTS LANE, LOMBARD STREET and 
77 KING WILLIAM STREET, LONDON, €.C.4 


LONDON WALL Branch — 63 London Wali, €.C.2. 
WEST END Branch —9 Northumberland Avenue. W.C.2. 
NEW YORK Agency—67 Wali Street. 
HAMBURG Agency — Speersort 6. 


BRANCHES THROUGHOUT THE UNION OF SOUTH AFRICA, 

SOUTH-WEST AFRICA, SOUTHERN AND NORTHERN 

RHODESIA, NYASALAND, KENYA, UGANDA, TANGANY.KA, 
ZANZIBAR AND PORTUGUESE EAST AFRICA. 


Banking Business of every description transacted 
at all Branches and Agencies. 
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Spotlight on Australia 


In the business world today attention has been 
focussed on the remarkable industrial development 

in Australia. The Union Bank of Australia has 
therefore published two Booklets: “Industria! 
Australia” containing authoritative information on 
industrial resources, markets. labour and finance, 
“Company Formation in Australia” providing a general 
guide to Company Law with notes on current taxation 
and the establishment of a business in the Common- 
wealth. Anyone contemplating business in Australia, will 
find in these Booklets the preliminary information they 
require. Copies of these Booklets will be sent on request. 


THE UNION BANK OF AUSTRALIA LIMITED 


71 Cornhill, London, E.C.3. Avenue 1281 
WEST END BRANCH: 6 Albemarle Street, Piccadilly, W.1. Regent 3651 





A kangaroo is all very well... 


but a prospective settler, a trader or traveller want: more 
information about Australia than the fact that it is the conti- 
nent from which kangaroos come. Current information 
concerning all aspects of life in Australia and New Zealand 
is always available at the Bank of Australasia. Our Booklet, 
*“ The Answers To Your Questions ”, may be obtained from 
the Bank on request. It contains not only information 
concerning the commercial world but also more personl 
details about life in these two Dominions. 


THE BANK OF AUSTRALASIA 
(Incorporated by Royal Charter 1335) 
MANAGER: G. C. COWAN 
' Head Office: 4 Threadneedle Street, London, E.C.2 
Strand Branch: 263 Strand, London, W.C.2 
(opposite Australia House). 
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second quarter of 1947 and the second quarter of 1948 
America’s Current account surplus declined by no less 
than $1,331 million. The main influence behind this 
decline was the $883 million drop in United States 
exports as restrictions against dollar goods all over the 
world came clamping down ; there was also, however, 
a sizeable increase in American imports and a decrease 
in America’s invisible surplus. This very large fall in 
America’s current account did not prevent the gold 
and dollar holdings of the outside world from falling 
by $607 million (a figure that was $569 million less 
than the $1,176 million drop in the second quarter of 
1947). This large fall in world gold and dollar holdings 
was partly due to a decrease in long-term United States 
Government investment overseas and a running-down of 
the short-term balances that America held abroad (this 
latter item accounts for the main part of the $375 million 
deterioration in “Other Capital Transactions” in 
1947/48). The gap caused by this deterioration in the 
world’s balance with the dollar area on capital account 
was not completely bridged by the first flow of ERP 
funds, by the increase in private United States invest- 
ment overseas (mostly in Latin America), and the 
decrease in speculative and largely illegal movements of 
gold and dollars out of soft currency countries (which 
probably accounts for the major part of the improvement 
shown under the heading “‘ Other Influences—Unidenti- 
fied ”’). 


Between the second quarter of 1948 and the second 
quarter of 1949 there was a small aggravation of the 





TaBLE JI—US Batance oF PAYMENTS 
April-June, 1949, and April-June, 1950 
($ Million) 


ERP Area Canada 








| } 
and and | Other | Total 
Dependencies | Latin America 
- 2 —s i — 
1949 | 1950 1949 | 1950 | 1949 | 1950 © 4949 1950 
ae p 
> ia 7 z 
Exports.5....5595 ‘3437/4 925 41258 41163} + 760 + 497 +3455 |4 2582 
Imports: S...... i‘. 408 |— 445 |—1000 |—il33 |- 353 — 435 —1761 |—1993 
Invisibles (net)... |+ 9 2 |— 151 + 217 |4- 192 |4 112 |+ 109 |+ 330 }+ 150 
snsunaiciias ea aa 4 oe 4 ie ir aiiaeenasel a 
Current balance .. {+1030 |+ 329 |+ 475 |+ 242 |+ 519+ 171 +2024 + 759 
Unilateral transfers |}—1325 |- 974 |— 13(— 14 |— 345 \— 238 —1683 |—1226 
Govt. long term in- | | i i | | 
vestment....... j— 9 1l—- 2ij— 6/— S5|— 4]+ 10 — 106 |— 21 
Private long term j ; 
mvestment ..... - 1\- 3 la 1744/— l0j— 46 '— 32'— 239'\— 76 
Other capital trans- j | | } | 
_ aetiona.. 42. + 68 Pe 200 i+ 8 — 1Wi- 2 -— 2\+ 119'— 40 
Transfers between | | | } } 
areas and uniden- | j 
hed movements®|+ 619 |+ 181 |— 344 |— 232'+ 5 {+ 38 + 280 /-— 13 
Change in area's all Rae 9 Pave ; 
and dollar res... |— 277 |+ 544 |— 18\+ 36 — 100/+ 57 ,— 395 |+ 637 
| 


} 
| j See 


* Receipts by area concerned shown as (—). 


world dollar shortage as a result of a widening of 
America’s surplus on current account. Too much 
should not be made of this factor. The $65 million 
increase in United States exports shown in the table was 
more than accounted for by the increase in exports to 
Canada ; the $132 million decrease in the United States 
imports was largely due to decreased imports from 
Latin America and ERP countries—though not, oddly 
enough, from ERP dependencies (which includes the 
outer sterling area). Moreover, this deterioration in the 
flow of dollars to the outside world on current account 


Wen~ fan menen thea afloat he the incragce? Saw af capita! 
i ——~—eabs 
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account and particularly in United States Government 
unilateral transfers ; it should be noted, however, that 
short-term balances held by Americans abroad were 
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running down at a faster rate than in the second quarter 
of 1948 and that speculative movements of capital 
through the web of exchange control were increasing 
—as a result nu doubt of the first fiutter of pre- 
devaluation fears. 


The story can now turn to the remarkable recovery 
between the second quarter of 1949 and the second 
quarter of 1950—the period that bridges the worldwide 
exchange sate realignment of September, 1949. The 
$1,285 million decline in America’s surplus on current 
account in this period, to a quarterly surplus of only 
$739 million, is shown in some detail in Table II. It 
may be convenient, however, to summarise the position 
by reference to Table I first. It will be seen from this 
that by far the greater part of the improvement was cue 
to a decline of $873 million in United States exports— 
that is to say a decline of 25 per cent. Between these 
two periods United States exports to ERP countries 
declined by 33 per cent., those to ERP dependencies 
by 50 per cent, those to Latin America by 27 per cent. 
It is very doubtful indeed whether American exporters 
would have been willing to accept this decline in their 
overseas sales if it had not been all too easy to sell the 
goods concerned in the booming home market. It 
should also be noticed that there were some signs at the 
end of this period that American exports were moving 
up again ; American exports in the second quarter of 
1950 were some $34 million more than in the first 
quarter. Some of the rigid creeds of self-denial that 
sterling area and other governments had imposed upon 
themselves at the time of devaluation were proving just 
a little difficult to bear. There was, however, no sign 
in June of any slackening of the rather slower rise in 
United States imports, nor yet of a decline in the volume 
of dollars flowing out of America in payment fez 
invisible transactions ; by thi ips, in fat, America’s 
current invisible siifplas had dwindled to a bare $600 
million a year—and was still going down. 


The main improvement in the capital account between 
the second quarter of 1949 and the second quarter of 
1950 was the great increase in confidence in sterling 
and other soft currencies. This undoubtedly led to the 
increased accumulation of American short-term balances 
abroad and the reversal of the flow of speculative capital 
to America. This “ confidence movement ” offset three- 
quarters of the $457 million decrease in unilateral 
transfers from the United States between the second 
quarter of 1949 and the second quarter of 1950. 


To sum up the position on the eve of Korea therefore : 
The world was at this period receiving unilateral 
transfers from the United States Government at the 
rate of almost exactly $5,000 million a year and was 
adding to its gold and dollar holdings at a rate of just 
under $2,550 million a year. The difference between 
these two figures was chiefly explained by the fact that 
the United States’ surplus on current account was still 
running at a rate of just over $2,950 million a year ; 
this latter figure, though large, was some $9,600 million 
less than the rate at which the current account surplus 
was running at the peak period of 1947. This remark- 
able bridging of some three-quarters of the original 
(1947) dollar gap on current account was due to a 


derreg A zt Av"? DRL maw —-** tee 22. 1.1L. aillual +R -£ 
gerrice Vi viutl 39,720 Milhon wp wwe ayes, te ur 
United States exports, an increase of over $1,700 million 
in the annual rate of United States imports and a 


decrease of over $1,200 million in the annual rate of the 

















A COMPREHENSIVE 
BANKING SERVICE 














In their capacity as private bankers, Glyn, Mills & 
Co. have always arranged that the service placed at 
the disposal of their customers should be truly 
comprehensive, covering all financial problems 
from those of the large public corporation to those 
of private individuals. They are equally well 
equipped to accept duties as Company Registrar, 
or to act as executor or trustee for large or small 


estates, 


GLYN, MILLS & CO. 


BANKERS 


HEAD OFFICE : 67 LOMBARD STREET, LONDON, E.C.3 







Royal Bank of Scotland — Williams Deacon's Bank, Limited 
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United States surplus on invisibles. If recession had 
come in the United States this autumn, the main problem 
for the older industrial countries of the world would have 
been to keep their exports competitive to third areas 
with United States exports—in other words their main 
roblem would have been that of keeping the same degree 
of price flexibility within their economies as the United 
States was Maintaining within its own. The actual and 
potential dollar problem was heightened by the fact 
that some other countries that were running a current 
account surplus (or would be running a current account 
surplus in an American recession) also required payment 
in dollars. It must also be recognised that the depletion 
of imports from the United States has been partly 
achieved by discriminatory restrictions rather than by 
improvement of competitive efficiency. But allowances 
of this sort must not be allowed to dim the fact that 
even before Korea the countries of thé old world had 
proved themselves to be able to maintain a tolerable 
standard of life at a rate of imports from the dollar area 
that generated no more than a manageable dollar deficit 
on current account. 


Since Korea the most striking development has been 
the rapid increase in the volume of United States imports. 
In August these amounted to $819 million—or some 
23 per cent above the monthly average for the second 
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quarter. United States exports in August were some 
8 per cent below the second quarter’s monthly average 
and, in consequence, the country ran a visible deficit 
(of some $58 million) for the first month in thirteen 
years. 


It would be unwise to draw too many conclusions for 
the immediate future from these figures. Many 
questions about the future scale of stockpiling, of mutual 
defence aid and of the effect of rearmament programmes 
on the old world’s own export effort have still to be 
answered. But it would be equally unwise to allow 
the exceptional nature of the present dollar glut to serve 
as an excuse for closing one’s eyes to the remarkable 
progress that had been achieved before these exceptional 
circumstances arose. If “ normalcy” ever returns, and 
if any scheme for irrigating the backward areas of the 
world with dollars comes with it, the dollar gap may 
conceivably prove to be manageable without any such 
comprehensive and drastic a system of exchange control 
as that with which international banking is currenily 
cluttered. Until normalcy does return, the world dollar 
shortage should be less, not more, serious than the 
shortage that obtained on the eve of Korea. The con- 
clusions that central banking authorities the world over 
should draw from this picture are as obvious as they 
are ignored. 


EPU Teething Troubles 


HE agreement for a European Payments Union, 

which was formally signed in September last, began 
(0 operate from July 1st and figures are now available 
covering its operations for the four months to the end of 
October, 1950. These figures show clearly that the 
EPU is being subjected to strains greater than those 
anticipated at its birth. It should be recalled at the 
outset that the philosophy that EPU was intended to 
foster was that of free transferability of currency and 
multilateral trade within a small, specified group. The 
EPU agreement therefore led, first, to a system of multi- 
lateral payments in which each member country would 
be concerned with its net surplus or deficit with the 
group as a whole and would no longer have to worry 
about its bilateral position with each other member, 
and, secondly, to trade liberalisation measures operated 
without any discrimination. The logical outcome of the 
system was that within the group of members there could 


no longer be differential softness or hardness of curren- 
cles, 


In order to help the creation of this system a cushion 
of credit was provided ; each member country was 
allotted a quota (based on its 1948 trade) within which 
it would extend credit and, conversely, obtain overdraft 
facilities. In addition, some countries likely to be in 
surplus with their colleagues were launched on their 
EPU career with initial debit positions ; these were 
intended to cushion the impact of their surpluses on the 
resources of EPU. Others, for opposite reasons, were 
given the benefit of initial credit positions. Finally, 
Provision was made in the agreement for gold payments 
iter a certain proportion of a country’s quota had 
either been drawn from or accumulated with EPU. 
These. gold payments were to provide the element of 
Incentive in the scheme ; it was hoped that the prospect 
of these would induce countries to increase their exports 


to other members and encourage the chronic debtors to 
become solvent. It is important to note, however, that 
nobody expected gold payments or receipts to become 
widely operative at an early date. It was recognised that 
Europe could not afford a system of unrestricted trading 
in which payments would be widely made in gold or 
dollars—simply because the gold and dollars were not 
there to lubricate it. 


These intentions have been far from fulfilled in the 
experience of EPU to date. The experience of the various 
member countries after four months of operation of 
EPU can be summarised as follows :— 


Austria—A cumulative deficit of $10,700,000 has 
been run up. This has been set off against an 
initial credit balance of $80 million and, conse- 
quently, no use has yet been made of the quota. 


Belgium/Luxemburg.—The cumulative accounting 
position at the end of four months was precisely 
zero, so that neither the initial debit balance nor 
the quota has yet been utilised. 

Denmark.—A cumulative deficit of $28,600,000 has 
been incurred and settled by a credit from the 
Union of that amount. Denmark was not 
allotted any initial debit or credit balance. 

France.—A cumulative surplus of $161,700,000 has 
been settled by the grant of a credit of 
$132,900,000 to the Union and a receipt of gold 
from the Union amounting to $28,800,000. 
France was not allotted any initial debit or credit 
balance. The French situation changed abruptly 
in October. The cumulative surplus at the end 
of September was $185,600,000 but a deficit of 
$23,900,000 was incurred in October. 

Germany.—A cumulative deficit of $289,500,000 has 
been settled by the receipt of a credit of 
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$185,900,000 from EPU and a payment of gold 
of $103,600,000 to EPU. Germany received 
no initial credit or debit balance. 

Greece A cumulative deficit of $53,300,000 has 
been settled by drafts on an initial credit balance 
that amounted to $11§ million. No part of the 
quota has therefore yet been used. 

Iceland—A cumulative deficit of $1,600,000 has 
been settled by drawing from an initial credit 
balance of $4,000,000. 

lily —A cumulative deficit of $17,100,000 has been 

"settled by receipt of credit from the EPU. Italy 
was not allotted an initial credit or debit balance. 

Netherlands—A cumulative deficit of $72,700,000 
has been settled by drawing the whole of the 
initial credit balance of $30 million and rest 
by a credit of $42,700,000 from EPU. 

Norway.—A cumulative deficit of $25,300,000 has 
been settled by drawing on the initial credit 
balance of $60 million. The quota is not yet in 
use. 

Portugal—A cumulative surplus of $22,300,000 has 
been settled by granting a credit of $22,300,000 
to the Union and the balance of $4,100,000 has 
been taken in gold from the Union. Portugal 
was not allotted an initial credit or debit balance. 

Sweden.—A cumulative surplus of $13,800,000 has 
been totally settled from an initial credit balance. 
Consequently the quota is not yet in use. 

Turkey—A cumulative surplus of $10,600,000 has 
been settled by the grant of a credit of 
$10,300,000 to EPU and the receipt of $300,000 

: in gold from the Union. Turkey has confounded 
expectations and its current trading has moved 
in a direction contrary to-that which had been 
anticipated. Turkey was given an initial credit 
balance of $25 million, but the anticipated deficit 
has not been incurred. 

United Kingdom. — A cumulative surplus of 
$290,600,000 had been accumulated by the end 
of October. This was settled by use of the whole 
of the initial debit balance of $150 million and 
by a credit of $140,600,000 million granted to 
EPU. 

It will be clear from this summary that three positions 
cominate the EPU picture. They are the surpluses 
accumulated by France and the United Kingdom, and 
the deficit incurred by Germany. The French surplus is 
less menacing than it appeared at the end of September. 
At that time France had a cumulative surplus of 
$185,600,000. The reduction in October indicates how 
far the surplus accumulated over the July-September 
quarter is due to purely seasonal influences, including 
tourist receipts at the height of the summer. 


_The British surplus is largely due to substantial and 
high-priced sterling area exports to Europe. The surplus 
Was to some extent anticipated, as may be gauged from 
the fact that the United Kingdom was handicapped 
with an initial debit balance of $150 million. The speed 
with which that debit balance has been wiped out and 
the fact that within four months an approximately equal 
Credit balance has been accumulated by the United 

ingdom with EPU, suggest, however, that the esti- 
Mates of sterling area earning power erred on the side 
Of understatement. Official guesses in the dark by 

representatives at the beginning of EPU sug- 
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gested that the United Kingdom would neither lose nor 
gain appreciable quantities of gold through this 
mechanism. If recent trends are even approximately 
maintained, gold will soon be flowing in substantial 
quantities from EPU to the British reserves. One of the 
remedies for this situation would be to extend to the 
whole of the rest of the sterling area the trade liberalisa- 
tion proposals that members of OEEC have extended to 
one another. It is probable that import policy in certain 
dominions and colonial territories is still weighted against 
former hard currency countries such as Belgium and 
Switzerland ; such considerations should no longer have 
any validity in sterling area dealings with EPU countries. 
The earlier that fact is recognised and the quicker the 
sterling countries concerned liberalise their import 


policies for European goods, the better it will be for all 
concerned. 


The main structural difficulty with which EPU has 
so far had to contend, however, is that of Germany’s 
cumulative deficit. It was soon realised that the free 
economic policy pursued by Germany—and the 
extremely liberal import policy that went with it—meant 
that the credit lines put at its disposal would be rapidly 
used up. Part of the trouble was that the quota allotted 
to Germany under EPU was wholly inadequate. It was 
based, as were those of all other member countries, on 
the total of their visible and invisible trade in 1948, a 
year when West German trade was still limping at 
a low level. This anomaly is being partly remedied by 
a grant to Germany of an exceptional credit of $120 
million extended on condition that Germany accepts 
the main outlines of a report drawn up by two experts 
sent from the OEEC—Mr Jacobsson and Mr Cairncross. 
The main feature of their recommendations, which have 
been accepted by the Management Committee of EPU 
and by the Council of OEEC, is a suggestion that there 
must be some reimposition of controls, notably of import 
licences, and that these must be reinforced by stern 
fiscal and monetary measures if Germany is to be 
rescued from its present position as a structural debtor. 
The gist of the report was reassuring in that it pointed 
out that Germany had accumulated its deficit largely by 
paying cash for its imports while encouraging its export 
drive by the grant of generous credit facilities. This 
means that German traders in the last few months have 
been making immediate payment of foreign exchange 
debts and allowing the maximum prolongation of the 
date on which foreign exchange receipts are accepted 
and converted into domestic currency. It is not clear 
how far this has been due to official policy and how far 
to the ordinary symptoms of distrust of a weak currency. 
It may well be that a final correction of the German 
deficit position will not be possible until the mark has 
been at least moderately devalued. 


The strains to which EPU has been subjected in its 
first four months of life inevitably raise the question 
whether this organism is able to encompass the consider- 
able disequilibrium that still persists in intra-European 
balances of payments. EPU is a brave attempt 
to allow the principles of multilateral trade and 
free transferability of currencies to be reborn within 
Western Europe and related monetary areas. In view, 
however, of the volume of trade that has to be cleared 
through this new mechanism and of the abnormal 
influences to which that trade has recently been sub- 
jected (as a result, largely, of stockpiling and artificially 
high commodity prices) it may be that the credit margins 
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Time for Eastern trade 


Ten-fifteen in England and the London, Manchester and 
Liverpool offices of The Chartered Bank of India, Australia 
and China have already opened to the public. At New York 


the day’s work has not yet begun. In the East at Colombo 
it is tea-time and in Hong Kong business is finished for 
another day. But wherever business men engaged in the 
Eastern trade may be, they will find at the nearest branch 
of The Chartered Bank up-to-the-minute information, skilled 
assistance and efficient banking services. 


THE CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


(Incorporated by Royal Charter 1853) 


Head Office: 38 Bishopsgate, London, E.C.3. 
Manchester Branch: 52 Mosley Street, Manchester 2, 
Liverpool Branch: 27 Derby House, Liverpool 2. 

New York Agency: 65 Broadway, New York, 6. 
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throughout Southern and South-Eastern Asia and the Far East. 
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provided in the original schedule of “quotas” are 
inadequate. The compulsion to make gold payments is 
already a looming threat before the Netherlands and 
Denmark—as well as being a present source of strain on 
Germany. In the prevailing circumstances these threats 


1039 


and this strain may introduce an element of restriction 
into intra-European trade. It is still too early to pass a 
verdict on the operations of EPU, but the first four 
months of its life have revealed dangers and problems 
that it would be unwise to disregard. 


Interest Rates in Europe 


INCE the end of the war the main internal financial 
problem in all West European countries (except 
Switzerland) has been the high level of intended invest- 
ment and the low level of voluntary savings. Some 
countries, including the Scandinavian countries, Holland 
and Britain, have tackled this problem largely by restric- 
tion of investment and consumption through physical 
controls and by forcing new saving through budget 
surpluses. Others, including Germany, France, Italy and 
(perhaps less consistently) Belgium, have relied much 
more heavily on high interest rates. The difference 
between the cheap and the dear money schools has been 
not so much a difference of political philosophy as a 
difference of historical experience ; it may be noted that 
the keenest exponents of scarce money have been those 
countries where hyper-inflation in the recent past has 
undermined public confidence in the national currency 
so severely that any increase in the volume of money is 
apt to give rise to widespread and reminiscent alarm. 


In these circumstances it is not surprising that since 
1948 no country in Europe, and perhaps no country in 
the world, has been harnessed to interest rate discipline 
more deliberately than Germany. Between the end of 
the war and the currency reform in mid-1948, Germany 
had no monetary policy (and, for all practical purposes, 
no money). At the opening of the D-Mark era the 
central bank discount rate was pitched as high as five 
per cent. It was lowered to four and a half per cent in 
May, 1949, and to four per cent in July of that year. 
Two months ago, in an effort to stem the deficit on the 
balance of payments, it was raised to six per cent. The 
discount charges of the German commercial banks, 
though not uniform, are all based upon this cost of 
rediscounting at the central bank and are generally one 
and a half per cent above it. In Bavaria there is an 
additional discount commission of one per mille per 
month. In Rhineland-Westphalia, where the banks 
finance the Ruhr industries, the commission is from 
1/24th to 1/8th per cent. In Hamburg, the centre of 
foreign trade financing, the banks charge one per cent 
above central bank rate plus a commission up to 4 per 
cent per month. In other words, the average rate on a 
bill of exchange in Germany is now rather over seven 
and a half per cent ; charges for acceptance credits are 
slightly higher than this. 

Advances are more costly still. Commercial bank 
loan rates are based on the central bank loan rate, which 
Is one per cent above discount rate—that is seven per 
cent at the present time. The commercial banks charge 
from one half to one and a half per cent above the central 
bank loan rate plus a commission of 4 per mille per day. 
This means that a bank loan costs the best part of ten 
per cent per annum. The cost of long term borrowing 1s 
correspondingly high. Even when short loan rates were 
two per cent lower than they are now few Government- 
guaranteed bond issues were made at less than six and a 


half per cent per annum for ten years—and these were 
usually aided by various tax concessions. 


In general, the policy of dear money in Germany has 
proved remarkably effective. Bank rate was originally 
raised in the early months after the currency reform 
when prices were rising sharply and traders were known 
to be borrowing money to hoard goods. This rise in 
interest rates was coupled with quantitative restrictions 
on bank credit. Minimum reserves against deposits were 
raised and the banks were requested to deny credits for 
any “ unessential” purposes. Immediately these steps 
were taken stocks were disgorged in exemplary text- 
book fashion, prices fell and unemployment rose. It 
became apparent indeed that deflation was going too far. 
Consequently, minimum reserves and interest rates were 
lowered and the volume of credit was allowed to expand 
steadily for two years. As the cost of borrowing fell, 
unemployment steadily declined. Towards the middle 
of this year, however, Germany began to exhaust its 
foreign exchange resources. In part the sudden drain 
was the direct result of import liberalisation and repre- 
sented a once-and-for-all demand for goods that had 
previously been kept out by controls. Much of it, how- 
ever, was of a speculative nature and was financed with 
borrowed money. In October, therefore, the Bank 
Deutscher Laender raised its discount rate to six per 
cent and required the banks to maintain higher minimum 
deposits. These measures have had a speedy effect. 
Traders who had previously hoarded foreign imports, in 
particular raw materials, against borrowed money, have 
started to disgorge their stocks, for they have been 
virtually prevented from obtaining additional finance for 
further imports. These drastic monetary moves have not, 
of course, yet restored the German balance of payments 
to its former state of subsidised equilibrium. But the 
drain on foreign exchange has been sharply reduced 
without restoration of the physical controls that had been 
dismantled shortly before. 


In France the interest rate weapon has been employed 
with less severity, and also with rather less effect, than in 
Germany. But it has undoubtedly played an important 
part in ending inflation. After the liberation, France first 
continued its prewar and wartime cheap money policy. 
The rate for tap treasury bills remained at one and a half 
per cent until January, 1947, when it was raised, 
modestly, to 1.625 per cent ; in October of that year it 
was lifted again to two per cent. The discount rate for 
treasury and commercial bills was 1.625 per cent at the 
beginning of 1945 and remained unchanged until 
January, 1947, when it was raised to one and three 
quarters per cent for treasury bills and to two and a 
quarter per cent for commercial bills. In several stages 
these rates were raised to three and a half per cent and 
four per cent respectively by October, 1948. By similar 
stages a bank overdraft had come to cost eight per cent 
and more by the end of 1948. 
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This, however, proved to be the peak of the French 
Government's dear money campaign. Since then the rate 
on treasury bills and commercial bills has merged again 
ond fallen ; it fell as low as two and a half per cent in 
June this year. The cost of a bank overdraft, though also 
lower, has not fallen part passu ; it still stands at round 
seven per cent. The regime of dearer money was 
buttressed by quantitative restrictions on lending. Up 
to April of this year the banks had to obtain approval 
from the Banque de France for any credit in excess of 
Frs 50 million ; since then the ceiling has been raised 
to Frs 100 million. There is also a limit to the vaiue of 
bills the central bank will rediscount for any onc bank. 


The high-level of short-term interest rates in France 
is reflected in the return on rentes. The one government 
bond issue that has been a success since the war was the 
irredeemable reconstruction loan issued in January, 1949, 
which carries five per cent interest ; this return will be 
raised if any other issue carrying a higher rate of 
interest is made by the French Government before 
1960. The loan, however, was a success, not only by 
virtue of the return it offered but also because holders 
of 3 per cent and 3} per cent rentes could tender these 
issues in payment of half their subscriptions to the new 
loan. The long-term rate of interest is currently quoied 
at somewhat over five per cent. In 1945 the annual 
average for the long-term interest rate was 2.99 per 
cent, in 1946 3.17 per cent, in 1947 3.91 per cent, in 
1948 4.62 per cent and in 1949 4.78 per cent. 


One of the most interesting results of high interest 
rates in France has been pressure on the London money 
market. French merchants are constantly attempting to 
finance themselves in London because of the lower rat2s 
ruling there. It has suited the authorities in France well 
to see merchants and manufacturers obtain accommoda- 
tion in London at a time when France was short both of 
sterling and of internal loanable funds. 


The discrepancy between interest rates in Italy and 
in Britain is also the main reason why Italian banks have 
striven to borrow in London and pass the credits obtained 
here to their customers in Italy—at the much higher 
Italian rates. But although France has obtained access 
to the London market, credit facilities have been con- 
sistently—and properly—refused to a country as flush 
of sterling as Italy. At present, the Bank of Italy’s dis- 
count rate on treasury bills is four per cent ; it has been 
lowered to this level in three stages from five and a half 
per cent in 1947. A bank overdraft in Italy costs close 
on 10 per cent, the return on irredeemable government 
securities is over five per cent, and that on long-term 
government stocks six and a quarter per cent. There is 
at present a divergence in the movement of short- and 
long-term rates. Although the lowering of the central 
bank’s discount rate has brought down the bank advances 
rate from the peak of twelve per cent in 1947 to some- 
thing under ten per cent, the long-term bond rate has, if 
anything, risen over the same period. Very heavy reliance 
has been placed on the interest rate weapon in Italy ; 
the Government has run a constant budget deficit and 
there has been a virtually complete abolition of physical 
controls, 


Belgium no longer falls into the camp of strictly dear 
ee although it is true that monetary disci- 
pline has always been preferred there to physical controls. 
Immediately after liberation, Belgium carried through a 

tic currency reform that eliminated much of the 
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wartime excess of funds. Since then a policy of balanced 
budgets has been vigorously adopted. Credit restrictions 
were also enforced with considerable severity from the 
end of 1946 until September of last year when the level 
of unemployment rose high enough to cause real concern. 
Bank rate in Belgium was raised from one and a half to 
two and a-half per cent in November, 1946, to three 
per cent in December and to three and a half per cent in 
August, 1947 ; it was lowered to three and a quarter per 
cent in October, 1949, but brought up to three and three- 
quarters per cent in September this year. Throughout 
these years bank accommodation has cost around five per 
cent, but the yield on government securities has been 
falling steadily. Four per cent “ unified debt bonds ” 
which yielded 4.7 per cent early in 1949 have since 
risen to give a return of 4.35 per cent. 

The most interesting feature of European monetary 
policy in recent months, however, has been the way in 
which some former cheap money countries, especially 
those in Scandinavia, have made at least a modified re- 
turn to monetary weapons. For a long time Sweden led 
the way as the most uncompromising cheap money 
country of all. Until the end of last month, bank rate 
was fixed at two per cent, and the commercial banks’ 
advances rate was between two and a half and four and 
a half per cent ; call money rates declined from two to 
one and a half per cent in the early postwar years. In 
addition, until last August the Riksbank open market 
policy kept the yield on long-term Government bonds 
pegged at three per cent and steadily lowered the 
yield on short-term bonds from two and a half to two 
per cent. The main disinflationary weapon wielded by 
Sweden’s Social-Democratic Government has always 
been that of budgetary policy (coupled, in 1946, with 
appreciation of the kroner). Towards the end of last 
summer, however, the Riksbank removed the peg from 
the securities market and, at the beginning of this 
month, bank rate, was raised to three per cent. At the 
moment of writing, the whole structure of interest rates 
is on the move to accord with these changes. 

Whereas Sweden has been in a relatively strong ex- 
ternal position throughout most of the postwar period, 
Norway has been more or less constantly in payments 
difficulties. Yet, until recently, it too pursued a policy 
of cheap money. The return on long-term Government 
bonds was maintained virtually stable at two and a half 
per cent, until a few months ago ; since Korea it has 
risen somewhat and is currently around 2.65 per cent. 
Bank rate was lowered to two and a half per cent in 
January, 1946, and bank advances have cost between four 
per cent and four and a half per cent throughout the post- 
war period. Latterly, however, a new system of control 
over the commercial banks has been introduced in 
Norway. 

Denmark belonged to the cheap money camp in the 
early postwar years, though interest rates were higher 
than in the other Scandinavian countries. In the past 
few months there has been a distinct move towards & 
dearer money policy. Bank rate was raised from four to 
four and a half per cent in July and then from four and 
a half to five per cent last month. Discount charges of 
the commercial banks to their customers now range up to 
six and a half per cent, and the yield on long-term govern- 
ment securities has risen from three and a half per cent 
in early postwar years to rather more than four and a 
half per cent in the last few months. The recent return 
to monetary policy has been prompted by the grave 
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For Exporters 
Importers 
Manufacturers 


Despite the immense development in recent times of 
the resources and industries of South and Central America, 


important and valuable openings still exist. 


The Bank of London & South America, backed by 
nearly 90 years of experience and development, offers an 
unrivalled service for assisting merchants through its 63 
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& 
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Bradford : Manchester : 
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BANK MELLI 
IRAN 


(NATIONAL BANK OF TRAN) 


Incorporated by Law in 1927 
HOLDER OF EXCLUSIVE RIGHT OF 
NOTE ISSUE 
CAPITAL FULLY PAID .. Rials 300,000,000 
RESERVE (Banking Dept.) .... Rials 1,120,000,000 
7 RESERVE (Issue Dept.) Rials 1,000,000,000 
Governor and Chairman of Executive Board: 
HIS EXCELLENCY IBRAHIM ZEND 
HEAD OFFICE: TEHRAN, IRAN (Persia) 


Over 190 Branches and Agencies throughout Iran 


New York Representative : 
One Wall Street, New York 


London Representative : 
123 Old Broad Street, London, E.C.2 


CORRESPONDENTS IN IMPORTANT 
CENTRES ALL OVER THE WORLD 


The Bank, through its Banking Department, offers 
complete banking service for Foreign Exchange 
Transactions, provides special facilities for Documentary 
Credits, etc., and with its numerous Branches in Iran 
deals with every description of banking business. 
Especial services for all kinds of information regarding 
import, export and trade regulations in force in Iran. 


ADMINISTERS NATIONAL SAVINGS 
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PAKISTAN 
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MALAYA 
HONGKONG 
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Every description of 
Banking Business transacted 


MERCANTILE 
BANK OF INDIA 


LIMITED 
Head Office: 15 GRACECHURCH STREET, LONDON, £.C.3. 








CREDIT 
LYONNAIS 


(Limited Liability Company Incorporated in France) 
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orice 40, LOMBARD ST., E.C.3 
WEST END BRANCH 
25/27, CHARLES II STREET, HAYMARKET, S.W.) 
Private Safes for rental at this Office 





TRAVELLERS’ CHEQUES ISSUED IN FRENCH 
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Also in ALGERIA, BELGIUM, CAMEROONS, EGYPT, FRENCH 
GUINEA, IVORY COAST, LUXEMBURG, MOROCCO, SENEGAL, 
SPAIN, SWITZERLAND, TUNISIA. 


SUBSIDIARY IN BRAZIL: 


BANCO FRANCES E BRASILEIRO S.A., 
RIO DE JANEIRO, SANTOS AND SAO PAULO. 


SUBSIDIARY IN PORTUGAL : 
CREDIT FRANCO-PORTUGAIS. LISBON AND OPORTO. 
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THROUGHOUT THE WORLD 
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deficit in Denmark’s balance of payments. After the 
recent changes in discount rate Denmark must be counted 
as a relatively “ dear money ” country. 

Holland, too, has made some outward show of retreat 
from a cheap money policy. Bank rate was raised to three 
per cent in September after remaining at two and a half 
per cent since 1941. It seems, however, that a rise in 
bank rate in Holland has less effect on the structure of 
other interest rate than it would have in other countries. 
The long-term interest rate on Government bonds in 
Holland still stands at about three per cent. Holland’s 
cheap money policy in immediate postwar years was 
accompanied by external payments difficulties and by 
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an unbalanced budget. Until about 1949 the budget was 
gravely in deficit and the banks became more heavily 
loaded each year with Government securities. The 
policies pursued were out of keeping with views held by 
the Nederlandsche Bank, in many ways of all European 
central banks the most orthodex minded. The majority 
of Dutch commercial banks, too, are in disagreement 
with the ultra-cheap money policies pursued, although 
their portfolios are by now so loaded with Government 
securities that a rise in interest rates would cause sub- 
stantial losses. But a large measure of financial stability 


has been regained in Holland, thanks to a balanced 
budget. 


America’s Uneasy Money 


© the juiceless annals of American financial 

journalism, this summer’s struggle between the 
Federal Reserve Board and the United States Treasury 
introduced a meaty chapter of power politics on the 
loftiest level. Headlines bloomed in the midsummer 
columns of financial pages: “ Battle of the Billions!” ; 
“Federal Reserve Squeezes the Treasury.” Behind the 
headlines was a real conflict: the Treasury, charged by 
the Constitution with the responsibility of managing 
the national debt, wanted to keep interest rates low so 
that it could refund the old debt and raise new money 
for defence at the lowest possible cost. The Federal 
Reserve Board, charged by Congress with the responsi- 
bility of managing the money supply, wanted to raise 
interest rates, so that banks would be less able to grant 
inflationary loans. More important, it wanted to be 
free of the necessity of supporting an artificial price 
level for government bonds, which monetised the debt 
and sapped the “ Fed’s” power to restrain credit by 
flexible controls—and threatened to force the Govern- 
ment towards reliance on physical controls. 


Hostilities broke out on August 18, 1950, when 
Mr Snyder, Secretary of the Treasury, announced that 
he would refund $13.5 billion of government bonds and 
certificates, maturing September 15 and October 1, with 
a new issug of 13-month notes, bearing 1} per cent 
terest. This was a direct slap at Mr McCabe, the 
Chairman of the Board of Governors of the Federal 
Reserve, and at Mr Sproul, President of the Federal 
Reserve Bank of New York, who had made a personal 
appeal for higher interest rates. Almost simultaneously 
with the Treasury’s announcement, the “Fed” took 
counter-action: it approved a rise from 1} per cent to 
1; per cent by the Federal Reserve Bank of New York 
i its rediscount rate, the fee it charges for discounting 
bank commercial paper. Of little practical effect in 
uself, the rise warned banks that tighter credit restric- 
lions were coming. 


But the Federal Reserve still had to deal with the 
Treasury’s $13,§ billion worth of notes. It began buying 
up the September 15 and October 1 maturities from 
bondholders who were disappointed at the low rate on 
the refunding issue. At the same time, it sold from 
its own portfolio, big blocks of Treasury securities, of 
shorter term than the forthcoming issue, with yields 
greater than 1.30 per cent, compared to the 1.25 per 
cent which Mr Snyder was offering. Not many bond- 
holders were drawn to Mr Snyder’s poor bargain: when 
the results of the refunding were announced on Sep- 


tember 30, it was found that some $2,376 million of the 
old issue had been turned in for cash, while most of the 
rest had been sold to the Federal Reserve. It had soon 
become plain that the issue could not be refunded at 
the low rates that the Treasury wanted ; the Federal 
Reserve absorbed Mr Snyder's unwanted notes to 
prevent the collapse of the government’s borrowing 
programme. Later, by selling masses of government 
securities at improved yields, the “ Fed” managed to 
nudge interest rates in the right direction: six weeks 
after the feud with the Treasury broke into print, open 
market money rates and loan rates had all increased a 
few fractions of a point. 


To win this small victory, the Federal Reserve had to 
turn the government securities market on end. In the 
first week, it bought and sold $24 billion of securities ; 


ASSETS OF ALL FEDERAL RESERVE BANKS 
(Thousands of Dollars) 











1949 1950 (End of Month) 
| October July August | September | October 

Gold certificates. .... | 23,320,318 22,885,963 22,389,466 | 22,235,054 | 22,044,847 
J a 270,594 | 253,960 | 240,188 | 228,676 | 236,259 
Discounts & advances | 282,839 219,383 | 2,390 71,704 | 135,884 
Industrial loans..... 960 2,394 | 2,249 2,214 | 2,228 
US Govt. securities :- | | 

ee 5,710,196 | 4,145,247 2,501,507 1,512,854 | 762,664 

Certificates ....... 5,771,900 | 2,790,550 | 4,847,536 4,974,970 6°.950 

ee | 298,100 | 6,145,600 | 4,438,800 9,290,998 14,239,218 

DR ew ste Cones | 7,536,200 | 4,887,500 6,767,828 3,793,375 4,179.675 

Total US Govt.... | 17,316,396 | 17,968,897 | 18,355,671 | 19,572,197 | 19,251,507 
Other credit ........ 260,216 275,000 | 379,341 693,486 428,633 


Total Reserve Bank | 
credit outstanding. | 17,860,411 18,465,683 18,819,651 20,339,601 19,798,252 
| 


by the end of October, its holdings of government notes 
had jumped to $14,239,218,000, more than double the 
amount on hand at the end of July. The wide variations 
in the “ Fed’s” holding of these notes is perhaps the 
most striking feature of the accompanying table. Perl.aps 
impressed by the tumult he had aroused, Mr Snvder 
retreated a bit. Two weeks ago, he offered to refund 
more than $8 billion in securities by issuing 13 per cent 
five-year notes. This is } per cent better than the last 
five-year notes, issued early this year. 


In this way a point was scored by the forces of “‘ harder 
money.” But the skirmish shocked many American 
business men who had never plumbed the depths of the 
disagreement between the two agencies directly 
responsible for the nation’s financial stability. Actually, 
the capacity for disagreement is guaranteed by law. 
The Federal Reserve system was created by Congress 


i 
. 
* 
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For all Banking transactions in Sweden 
SVENSKA HANDELSBANKEN 


Telegrams: 
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HANDELSBANK 


International Telephone Numbers: STOCKHOLM Head Office............ 22 90 20 

Management ......... 22 92 20 

¢ Foreign Exchange...23 29 80 

PE CRUMAS. cs bsvageindepinaind daascosena 13 20 21 

NORIINE 2n8....dis ah Oe 267 12 

PALSINGBORG © 3.0502....8502455 107 28 

Telex Numbers: STOCKHOLM .............ssccccscscssscees O1 114 

EN os cn ccushindnsnccnseviodacled 022 14 

300 BRANCHES THROUGHOUT SWEDEN EE SESE a, Ree Re 033 14 


TRADE 
with \s SWEDEN 


We offer a trade introduction 
service efficiently equipped to 
place British exporters and im- 
porters in touch with reliable 
Swedish firms engaged in 
foreign trade. 


Ask your bank to consult and 
use the services of 


§S KANDINAVISKA 


BANKEN 
Established in’ 1864 


Central Offices : 
GOTHENBURG STOCKHOLM MALMO 


THE “N.P.I.” POLICY 


an ene rene a eee ee ee, See 
retirement age the fortunate holder apply 
this capital to provide an income for the rest of his life, 
without the anxieties of investment. And for fifteen years 


income is tax-free. 
Please write for the fully descriptive leaflet. 
Gwhl od 


NATIONAL PROVIDENT INSTITUTION 


FOR MUTUAL LIFE ASSURANCE 
—— ESTABLISHED 1835 —— 


48 Gracechurch Street, London, E.C.3 





CHRISTIANIA BANK 
OG KREDITKASSE 


Oslo—Norway. 


Oldest Norwegian Joint Stock Bank. 


Paid up Capital and Reserve Funds 
Kr. 43.000.000,— 


Direct Conrespasiletics throughout the Country. 


Offering complete services to Banks and ‘Firms 
doing business in Norway. 


~ Correspondence invited. 


LIFE ASSURANGE savas moms 


RETIREMENT INCOME 
meets the challenge of the CHILD’S EDUCATION 
unknown tomorrow by the insight PARTNERSHIP SECURITY 
prudence and resources of today ETC, 


SUN LIFE ASSURANCE 
COMPANY OF CANADA 


(incorporated in Canada in 1865 by Act of Parliomen: es a Limited Company) 
Why not ask usgto help you with your Life Assurance problem ? 
You incur no obligation 
M, MACAULAY. (General Manager for the British Isles) 
141 SUN OF CANADA HOUSE, COCKSPUR STREET, LONDON, S.W.I. 
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in 1914 to provide a central banking service, after a 
78-year hiatus during which the Treasury had struggled 
to control the currency and manage the debt through 
a makeshift network of private banks. The Board of 
seven governors is appointed by the President for 
14-year periods, but is not required to do his bidding. 
The Board supervises a system of 12 regional Reserve 
banks, each owned by privately operated “ member 
banks” which, last year comprised 49 per cent of the 
14,000 banks in the United States, and held 85 per cent 
of all commercial deposits. 


For 25 years, the Federal Reserve controlled the 
money market, and the Treasury carefully sought its 
advice before announcing interest rates on new govern- 
ment securities. But this relationship was reversed by 
the entrance of the United States into World War II. 
The national debt was already $47.9 billion, after the 
enthusiastic deficit-financing of two Roosevelt Admini- 
strations, and Mr. Morgenthau, the Secretary of the 
Treasury, quaked to think of the cost of servicing it after 
ithad been swollen by a second world war. He therefore 
embarked on the lowest-cost government financing in 
American history, ranging from i of 1 per cent on 90-day 
Treasury bills to 25 per cent on long-term bonds. The 
Federal Reserve agreed to manage the money market to 
suit the Treasury’s plans, and it stood ready to buy at par 
all government securities that were offered to it, thus 
keeping prices steady and interest costs artificially low. 


After the war, short-term rates were permitted to rise 
a bit, but the case for pegging the long-term market 
seemed as strong as ever—at least to the Treasury. The 
national debt had risen to $279 billion, much of it held 
by savings banks, commercial banks and insurance 
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companies, and both the Treasury and the Federal 
Reserve feared that a crash in bond prices might bring 
these institutions tumbling down. In a single year, 
Federal Reserve holdings of government bonds rose 
from $970 million to $11,181 million, as the system held 
the price-line by buying bonds at par. When confidence 
returned to the postwar bond market, the Federal 
Reserve decided to retreat from the artificially low 
interest rate policy, and it thought that the Treasury 
should point the road back by offering slightly higher 
rates on its refunding issues. But the Treasury continued 
to charge full tilt to inflation under the banner of cheap 
money. Interest on the debt was costing the govern- 
ment $5 billion a year, and Mr Snyder, as Secretary of 
the Treasury in an Administration under constant fire 
to reduce expenses, continued to push out refunding 
issues at the same old low rates. 


The Federal Reserve soon found that it was the main 
gear in a money-making machine. Before the war, the 
Board balanced the credit supply by selling securities 
to banks in an inflation, thus decreasing their reserves 
and money-lending power, or by buying in securities in 
a recession and thereby pumping new money into the 
banking system. But the guaranteeing of a stable market 
for low-interest government bonds in an inflationary 
situation meant that banks could get as much money 
as they wanted for commercial loans simply by 
selling off a portion of their government portfolio. 
The Federal Reserve was equally powerless to check 
inflationary lending by increasing the rediscount rate. 
Since the guaranteed market made their bonds as 
good as money, the banks had no need to rediscount 
their paper with the Federal Reserve. About the only 
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ROTTERDAMSCHE 


| 


OVER 80 YEARS 


For more than 80 years our institution 

has been handling international banking 

business of every description. Our fully 

experienced Foreign, Documents and 

Merchandise Departments will gladly 

give you any service and information you 
may require 


ROTTERDAMSCHE BANK 


Retterdam - Amsterdam 
Established in 250 places in the Netherlands 





THE 


ANGLO-PALESTINE BANK LID. 


6 Gracechurch Street, London, £.C.3 


General Management - - Tel-Aviv 


Established in 1902, the Bank has played an 
important part in the development of Israel and 
maintains the closest touch with leading com- 
mercial, industrial and agricultural circles. 
Shortly after the establishment of the State, the 
Bank was entrusted with the issue of the Israel 
Currency, and became sole banker to the 
Government. Its wide local experience, network 
of branches in Israel, office in London, and 
correspondents the world over, continue to be at 
the service of those wishing to transact business 
with Israel. The Bank’s General Management 
will gladly give information to all inquirers. 


Branches : 


TEL-AVIV, JAFFA, JERUSALEM, HAIFA, 

TIBERIAS, SAFAD, PETAH-TIKVAH, HEDERA, 

HADAR-HACARMEL, REHOVOTH, RISHON-LE- 

ZION, RAMATH-GAN, NATHANYA, HAIFA BAY, 
ACRE 


Affiliation : THE A.P.B. TRUST COMPANY LIMITED, TEL-AVIV 
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THE NATIONAL BANK LIMITED 
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CAPITAL SUBSCRIBED £7,500,000 | RESERVE FUND - £1,330,000 
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INCOME TAX AND EXECUTOR AND TRUSTEE BUSINESS 
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one of the old orthodox weapons left unspiked was the 
Board’s power to order member banks to increase the 
reserves that they are required to deposit with the 
regional Reserve banks. Any such increase cuts the 
supply of credit at a single blow; it is as effective as a 
meat-axe and just about as dangerous. Many responsible 
business men believe that a badly-timed increase of 
reserve requirements helped bring on the depression of 
1937-1938, as well as to bring on the minor recession 
that precipitated the wave of worldwide currency 
devaluations in 1949. 


The Board’s skirmish with Mr Snyder received little 
support from the banking community, which tends to 
regard the Federal Reserve as just another control board. 
The American Bankers Association met in national con- 
vention in September, but piously declined to take sides 
in the controversy, an omission that Fortune magazine 
denounced as “downright poltroonery.” However, 
many individual business men spoke up for the Federal 
Reserve, among them such manufacturers as Mr Lewis 
H. Brown, chairman of the board of Johns-Manville 
Corp., a building supply firm whose postwar prosperity 
benefited mightily by the Treasury’s cheap money 
policy. “An increase of $ of 1 per cent in market rates 
of interest over the next year need not cost the Treasury 
more than $55 million on the securities it must refund,” 
said Mr Brown, “ while an increase of 1 per cent in the 
consumers’ price index would cost the economy some- 
thing like $4 billion.” 


As it spars with the Treasury over monetary policy, 
the Federal Reserve continues to fight inflation with 
selective controls. When Regulation W, revived in 
September, failed to bite immediately and deeply into the 


THE 
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BANK LTD 
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£2,000,000 
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expansion of hire purchase credit, the “‘ Fed ” promptly 
added more teeth to it. An American must now pay 
333 per cent down on an automobile, or 25 per cent on 
a refrigerator, and he must pay off the balance within 
1§ months. Similarly, to hold down the housing boom, 
the “Fed” has imposed Regulation X, requiring stiffer 
terms on purchases of new houses. The Board hopes 
that Regulation X will limit new housing starts in 1951 
to about 800,000, compared to 1,300,000 this year. But 
the effect of these regulations has not yet been measured : 
the cost of living index in October rose to 174.8 per 
cent of the 1935-1939 average, thus breaking the 
postwar record set in 1948. The money supply has 
also broken all records, hitting $171.1 billion in Sep- 
tember, largely in consequence of an increase in bank 
loans to business. 

As inflation grows stronger, so do proposals for 
damping it down. Many have seized upon a proposal, 
made by a Senate subcommittee last year, that the 
Treasury be directed by law to follow the lead of the 
Federal Reserve in setting monetary policy. This 
assumes that an “ outside’ agency can be made strong 
enough to take the government by the scruff of the 
neck—President, Treasury, Congress and all—and heave 
it along the path of virtue. But as a practical matter, a 
central bank that consistently opposes the government 
on basic fiscal policy is in danger of being legislated out 
of existence. To win a hearing for its views, the Federal 
Reserve Board may have to join the President’s official 
family, on a Cabinet status equal to that of the Treasury. 
This might allow the Federal Reserve to mould monetary 
policy through influence on the government’s economic 
policies, but it would spell an end to its cherished 
independence as a semi-private institution. 
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CAPITAL - £10,000,000 
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GENERAL COMMITTEE 
London: 


THE RIGHT HON. LORD LATYMER 
S. E. ABBOTT, O.B.E. 

M. |. BABINGTON SMITH, C.B.E. 
J. A. DREXEL 
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THE RIGHT HON. VISCOUNT 


Paris: 
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THE 


UNITED COMMERCIAL 
BANK LIMITED 


(Incorporated in India Liability of Members ts limited) 
Head Office . 
2 ROYAL EXCHANGE PLACE, 
. CALCUTTA 
G, D. BIRLA, Esq., Chairman. 
@ 
AUTHORISED CAPITAL Rs. 80,090,000 
SUBSCRIBED CAPITAL Rs. 49,000,000 
PAID-UP CAPITAL . Rs. 20,090,000 
RESERVE FUND . . Rs. 5,250,000 


With over 80 Branches at the ‘eading centres of 
Industry and Commerce in India. Pakistan, Malaya 
and Burma, The United Commercia! Bank is well 
equipped to serve Banks, Commercia! Institutions 
and individuals carrying on business with India or 
intending to open connections with that country 


B. T. THAKUR, General Manager. 


CREDITO ITALIANO 


HEAD OFFICE IN MILAN 
254 BRANCHES IN ITALY 


ALL BANKING TRANSACTIONS 
REPRESENTATIVES 


in Great Britain iis ORESTE PETIT 
48/50, MOORGATE—LONDON, E.C.2 


in U.S.A, — AUGUSTO CASTIGLIONI 
67, WALL STREET—NEW YORK 


iN SWITZERLAND ie ARTURO STOFFEL 
64, BAHNHOFSTRASSE—ZURICH 


IN FRANCE wn ETTORE MELIS 
3, RUE TAITBOUT—PARIS 9 


iN ARGENTINA Fe ARRIGO PARESCHI 
CANGALLO 456-ESCR. 209—BUENOS AIRES 


in BRAZIL ie ANTONIO RONCHI 
RUA XAVIER DE TOLEDO 316—SAO PAOLO 


IN INDIA, PAKISTAN & CEYLON GIOVANNI BARI 
298, BAZARGATE STREET, FORT-BOMBAY 
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BAYERISCHE VEREINSBANK 


Established 1869 


Every description of German and Foreign 
banking business transacted 


© 


Minchen — 5 Maffeistrasse 


Telegrams: Vereinsbank Munchen 
Phone: Munich 2840! 


Nurnberg — 21 Lorenzerplatz 
Telegrams: Bayverein Nurnberg 


one: Nuremberg 27741 


Branches all over Bavaria 


Correspondents throughout the world 


BANQUE 
ZILKHA 


>. A.E. 


CAIRO — ALEXANDRIA 
Eg ypt 
* 


Half a century of active service, 
experience and expansion, Compre- 


hensive banking service. lmport/ 


Export financing. Expert advice on 
Near East trade and finance problems. 


* 


Associated Banks : 

BANQUE ZILKHA, S.A.L. 
BEYROUTH (Lebanon)\—DAMASCUS (Syria) 
K. A. ZILKHA, Maison de Banque 
BAGHDAD (Iraq) 


Com. Reg. Cairo No. 47926 
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COMPANY MEETINGS 
pot aoa 


BARCLAYS BANK (DOMINION, 
COLONIAL AND OVERSEAS) 


SOMETHING AMISS WITH TAXATION SYSTEM 
MR J. S. CROSSLEY’S VIEWS 


The twenty-fifth ordinary general meeting 
of Barclays Bank (Dominion, Colonial and 
Overseas) will be held in London on 
December 28th. 

The following is an extract from the state- 
ment by the chairman, Mr J. S. Crossley, 
creulated with the report and accounts for 
the vear to September 30, 1950:— 

When considering our figures for the year, 
q striking change to be found in the balance 
cheet is the increase in deposits amounting 
10 £41,000,000. ‘This has taken place mainly 
in South Africa, where last year a heavy 
reduction was shown. It was there that the 
effects of devaluation were perhaps most 
guickly felt, enabling us to restore much of 
our former high level of liquidity within the 
space of a few months. The principal earn- 
ing assets do not show any remarkable 
changes, but, as might be expected, the in- 
creased activity has resulted in slightly larger 
net earnings. We are proposing a repetiuion 
of last year’s dividend. 


BUSINESS DRIVEN ABROAD 


The review of our figures for the year 
seems to me incomplete without some 
reference to the question of taxation. Our 
profit, as you know, is struck after full provi- 
sion for taxation has been made. During 
the five years that have elapsed since the 
war, we have been paYing taxes (on the 
average) at an annual rate of more than 
double the annual rate of the five pre-war 
years. The main beneficiary has, of course, 
been the United Kingdom Treasury, but a 
Jarge sum is also paid in taxes to dominion, 
colonial and other Overseas Governments. 
This is not the place, I think, to discuss 
in detail the incidence of the present tax 
regulations which form an involved subject. 
You will, however, have seen that certain 
United Kingdom companies, whose business 
lies mainly overseas, have transferred their 
domicile in order to reduce their liability to 
tax. It may safely be assumed that such 
an important step was taken only after full 
consideration. The sums involved are sub- 
stantial, and these companies also have to 
consider, among other things, their ability 
to compete with companies which do not 
suffer the disadvantage of having their control 
in the United Kingdom. 


A SIGNIFICANT MOVEMENT 


This movement is not yet large, but it is 
significant, and, if reports are correct, other 
important companies may shortly follow suit. 
One would think that this trend might well 
cause anxiety to the authorities, for it sug- 
gests that the tax regulations bearing on these 
matters are not soundly based or are in- 
appropriate to present conditions. Regula- 
tons meed occasional examination and 
overhaul, and it is perhaps rather much to 
expect that our over-worked Treasury officials 
should have had time for this in recent 
years. But the current trend raises an issue 
calling for dispassionate consideration from 
the highest authority. 


It is evident that there must be something 
seriously amiss with a system which has the 
effect of driving much valuable business 
beyond the boundaries of the United King- 

.. The loss of revenue likely to arise by 
adopting a more flexible system is probably 
not very large and is certainly incomparably 
less than the loss which the Exchequer may 
ultimately suffer if we persist on our present 
course, which would surely jeopardise assets 


more precious than mere revenue, by 
weakening the strong ties of mutual interest 
which now exist. If we cannot devise some 
means by which we can share equitably in 
these enterprises with our friends overseas, 
both we and they will be deprived of great 
opportunities for working together, with 
results for the future which are incalculable. 

So far as we are affected in this bank, a 
matter that has been causing us some anxiety 
has been the dwindling body of our overseas 
stockholders. Apart from Barclays Bank 
Limited, our stockholders now number more 
than 9,500 and at one time a useful number 
of them were resident overseas, We believe 
it is of great value to us to have a large and 
influential body of them resident throughout 
all the territories we serve, but the overseas 
stockholder in a British company is now 
subject to such heavy disadvantages that his 
days appear to be numbered. 


AFTERMATH OF DEVALUATION 


When in my statement last year I referred 
to the highly topical question of sterling 
devaluation, I ventured to suggest that the 
result of this move need not all be unfavour- 
able, but that under our existing system of 
controls there was no means of ascertaining 
precisely what the proper rate should be. Any 
rate which may be chosen in this arbitrary 
fashion may prove to be out of relation to 
the true value of the currency. Today, one 
year later, it may well seem that the rate then 
chosen was too low, but those who are now 
urging an upward revaluation of sterling 
against the dollar should first consider the 
wider aspects of the question. 


The issue is not merely a domestic one as 
sterling is a world currency, which, in spite 
of its limitations, still forms the basis of 
exchange for a large part of the trading area 
of the globe. The devaluation, which was 
forced upon us a year ago, administered a 
severe shock to this entire system. 


NEED FOR STABLE CURRENCY 


The improvement which has taken place 
is due in part to the immediate stimulus given 
by devaluation and also to some of the conse- 
quences flowing from the American rearma- 
ment programme. We should nourish this 
tender growth, whatever its cause, but even 
at the present rate of improvement condi- 
tions will need to remain favourable to the 
recuperation of sterling for a long time before 
it can be fully convertible again for current 
payments. 

We cannot afford to repeat the fiasco of 
1947. On the other hand, we should make 
it unmistakably clear that we intend to work 
steadily \pwards the goal of full convertibility. 
Without making dangerous experiments we 
should aim at a gradual relaxation of restric- 
tions as and when possible. In this way we 
should be putting the real strength of the 
position constantly to the test while at the 
same time giving much needed encourage- 
ment to the principal trading nations of the 
world. Our aim should be to ensure that 
the underlying strength of the pound be- 
comes such that it can freely take its place 
in the exchange markets. But this time let 
us first be sure that it is fit to face the com- 
petitive world once more, for there are few 
things capable of bringing greater benefits 
to mankind than a sound and stable currency 
system without which a healthy trade cannot 
survive. 
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BANK OF MONTREAL 


WORLD UNREST 
MR B. C. GARDNER’S VIEWS 


The one hundred and thirty third annual 
general meeting of the Bank of Montreal was 
held on December 4, in Montreal. 

Mr B. C. Gardner, M.C, (the president), 
in the course of his speech, said: We meet 
to-day under conditions significantly different 
from those of a year ago. In many important 
respects the past 12 months have been, for 
Canada, a period of continued progress. 
Industrial expansion and development of new 
resources have been proceeding apace. In 
summary, the year’s developments have once 
again confirmed the views of those, at home 
and abroad, who have maintained a reasoned 
confidence in the Canadian business outlook 
and in this country’s impressive long-run 
potentialities. 

That, in brief, is the brighter side of the 
picture. But there are shadows also. A year 
ago it seemed that, on a broad front, the 
forces of inflation were subsiding. To-day we 
are witnessing a marked revival of inflationary 
pressures, and in Canada both wholesale 
prices and living costs are at all-time peaks. 
This, of course, is but one of the manifold 
problems and anxieties brought about by in- 
ternational tension and unrest. 

Fiscal and monetary measures alone can- 
not provide a smooth transition from a peace- 
time economy to partial mobilisation, Inicl- 
ligent public co-operation is vitally necessary. 


VALUES TO DEFEND 


We are coming to learn that national 
security in a dangerously uncertain world 
must be paid for by productive effort, by 
sacrifice, and by liberal use of common sense. 
Above all, let us not forget that we have in 
this happy country much to defend. What- 
ever our shortcomings as a nation, the Cana- 
dian concept of the good life stems from a 
belief in the inherent value of the individual, 
a belief which has its roots deep in religious 
principle and democratic tradition. These 
are values which we take for granted, and it 
comes rather as a shock to realise that over 
large areas of the earth’s surface they are not 
recognised as ideals. To preserve our legacy 
and to enrich it we, with other nations 
of good will, must at all costs be strong, 
resolute, and united. 

Within the experience of a single genera- 
tion this country has played a worthy part in 
two world wars and in post-war reconstruc- 
tion. We have also achieved tremendous 
economic and social progress. Once more we 
face another challenge, different in nature 
from those confronting us hitherto. To meet 
it will test those qualities of enlightened and 
intelligent citizenship which will determine 
not only our national stature but also our 
influence for peace. 


GENERAL MANAGER'S REMARKS 


Mr. Gordon R. Ball, general manager, said, 
inter alia: The one hundred and thirty third 
general statement of the bank shows a tradi- 
tionally strong balance-sheet position at the 
close of a year of intensive business activity. 
The balance-sheet retains its traditional liquid 
character. Cash in the form of deposits 
with notes of the Bank of Canada aggregated 
$222 million, equivalent to 11.33 per cent. 
of our deposit liabilities in Canadian dollars. 
Total cash assets at $376 million were 
equivalent to 17.9 per cent. of all public liabi- 
lities. Quick assets, including cash assets, 
investments and call loans total $1,602 
million, equivalent to 76.2 per cent. of all 
liabilities to the public. Total deposits at 
the year-end stood at $2,063 million, com- 
pared with $2,019 million at the end of the 
previous year. 

The report was adopted. 
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K.M.S. (MALAY STATES) 
RUBBER PLANTATIONS 


HEAVY BURDEN OF TAXATION 
SIR JOHN HAY’S STATEMENT 


The fortieth annual general meeting of the 
K.M.S. (Malay States) Rubber Plantations 
Limited was held on December 5th at 52-54, 
Gracechurch Street, London, E.C. 


The following is an extract from the state- 
ment by the chairman, Sir John Hay, which 
has been circulated to stockholders. 


Despite the heavy burden of taxation which 
the industry already bears, the Malayan 
Government has recently been busy devising 
and advancing a succession of proposals for 
extracting still greater revenue from the 
rubber industry. These proposals, in some 
respects at least, have been so novel and 
impracticable, and supported by arguments 
so varied and contradictory, that one is 
inevitably reminded of the boast made by 
the Queen in “ Alice Through the Looking 
Glass "—-“* Why, sometimes I’ve believed as 
many as six impossible things before break- 
fast.” Two proposals for increasing export 
duty have already been submitted to the 
industry and rejected as being both oppres- 
sive and unworkable. 


Although the worst excesses of the two 
earlier proposals have been modified, the 
latest one is still of a kind which is ill-suited 
to rubber, the price of which is so notoriously 
unstable. It includes a new provision under 
which some proportion of the export duty 
in excess of the former rate is to be returned 
to contributors for the purposes of replanting. 
Whilst there is undoubtedly a responsibility 
upon Government to help the smallholder to 
eplace his old trees with high-yielding 
stock, the proposals now being advanced are 
too evidently the fruits of hasty improvisa- 
tion and not the outcome of any well-con- 
sidered plan. 


Under the latest proposal the provision of 
funds for replanting is made dependent upon 
an indefinite continuance of rubber well 
above 60 cents per Ib. There is nothing in 
the history of the industry to warrant such 
an assumption. Replanting is essentially a 
continuing long-term operation and cannot 
be financed on the uncertain basis that if 
rubber is high, money will be forthcoming. 
But if perchance the price falls to its more 
normal level of 60 cents or less the source 
from Which the necessary funds are to be 
drawn dries up. Moreover, the difficulties of 
replanting smallholdings are by no means 
merely financial and there is no evidence at 
all that any serious thought has been given 
to the manner in which the many other diffi- 
culties are to be surmounted. 


GOVERNMENT'S QUAINT ARGUMENT 


As fer as estate owners are concerned in 
this matter of replanting, quaint argument 
seems to have been advanced from official 
quarters which is reported to run somewhat 
as follows: Replanting by estate owners at 
their own pace when planting stock and 
labour are available leads to inflation, which 
must be checked. There must be substituted 
for such initiative working under private 
enterprise a Government-sponsored plan, 
under which estates and smallholdings must 
advance together to replanting, making 
excessive and simultaneous demands on 
planting stock and labour which cannot be 
supplied and the necessary finance is to be 
derived from a source which under certain 
not unlikely circumstances may yield nothing. 
These remarkable proposals no doubt bear 
the now familiar label, “ economic planning.” 


If, despite the considerable contribption 
already made to Government revenue by the 


rubber industry, which only on very rare 
occasions enjoys any real measure of pros- 
perity, there is a good case for its paying 
more, the industry would willingly do so pro- 
vided the burden is fairly shared by other 
industries and commerce which in the post- 
wart period have enjoyed better fortunes chan 
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rubber. But the manner in which any further 
taxation should be levied should be made a 
matter of careful consideration to be dis. 
cussed freely with the industry and should 
not be the subject of hasty improvisations an4 
ill-timed threats. 





FISONS, 


LIMITED 


RECORD SALES OF FERTILIZERS 


CONTINUED INCREASE IN DEMAND 


MR F. G. C. FISON’S REVIEW 


The fifty-seventh annual general meeting 
of Fisons, Limited, was held on December 
4th in Ipswich, Mr F. G. C. Fison, the 
chairman, presiding. The following state- 
ment by the chairman was circulated with 
the report and accounts :— 

During the year important changes have 
taken place in the functional and operational 
duties carried out by members of the board. 
The position of managing, director has been 
abolished and Mr. P. T. Chevallier, who has 
occupied this position for the past 20 years, 
has been appointed a vice-chairman of the 
Company. 

We have elected Mr A. Wormald to the 
board and have appointed him to be com- 
mercial director. Mr Wormald came to us 
from British Nylon Spinners, Limited, where 
he gained very considerable experience as 
head of their commercial department, and we 
believe his appointment will be of great bene- 
fit to our organisation. 


THE ACCOUNTS 


During the course of the year we raised 
new permanent capital by the issue in Sep- 
tember, 1949, of £2,219,278 ordinary stock, 
and in April, 1950, of 43,500,000 four and 
a-quarter per cent. first mortgage debenture 
stock. 

This year the accounts are presented in a 
simplified form, such elaboration as is neces- 
sary to comply with the Companies Act being 
provided by way of notes, 

The consolidated trading profits of the 
group, after providing for the ordinary 
expenses of the business, have risen from 
£707,438 to £1,233,724. 

It was reported last year that the Govern- 
ment is removing the subsidy on fertilizers 
in two equal stages, on July 1, 1950, and on 
July 1, 1951. There is no doubt that the 
prospect of increased prices resulted in some 
stockpiling by our customers, and to that 
extent our fertilizer sales were inflated. A 
similar position may arise during the current 
year. 

A further £292,829 has been added to the 
reserve for future income tax in respect of 
relief obtained from initial allowances and 
certain annual allowances in respect of new 
plant which was not in production during 
the whole of the year. 

From the profits available for appropria- 
tion by Fisons, Limited, we have transferred 
£50,000 to the reserve for special deprecia- 
tion and obsolescence, bringing that account 
up to £450,000, and £132,201 to general 
reserve, bringing that account up to 


£250,000 


FERTILIZERS 


Our sulphuric acid plants have continued 
to operate to capacity and in May the new 
contact acid plant at Immingham commenced 
production. This plant is the largest and 
most modern of its type in this country 
and its coming into operation has made a 


very material contribution tv our sulphuri: 
acid requirements. The high efficiency of 
this plant fulfilled our best expectations 
during its initial operation. Despite this 
large increase our demands for sulphuric 
acid suil exceed our production, 

Our superphosphate producing plants hav: 
also operated at full capacity and in addition 
we have increased our capacity with produc. 
tion at Immingham Construction of the 
triple superphosphate section of the Imming- 
ham factory has not been as rapid as was 
hoped a year ago, unfortunately a common 
experience these days with all new construc- 
tion, but we still anticipate that we will be 
able to make some quantity of triple super 
phosphate available to agriculture this season 


INCREASED PLANT CAPACITY 


We have continutd to increase our com- 
pound granulation capacity and a new plaat 
at our Goole works came into operation duc- 
ing the year. Our capacity will be turther 
augmented when umits at Barking ani 
Immingham come into production during te 
year. 

All our factories have been maintained in 
good working order during the year and out 
production, particularly in compound fer- 
tilizers, has been increased to meet th: 
demand. 

Our production of suiphuric acid, sup<- 
phosphate, compound fertilizers and bi». 
slag were all materiaily higher than last yeu 

Under the auspices of the Anglo-American 
Council on Productivity a productivity teaa 
from the fertilizer industry visited the Unites 
States during the autumn of 1949. Ot tie 
twelve members of the team our company 
provided six, consisting of a works manager, 
an engineer, a chemist, a foreman, a charge- 
hand and an operator. Their report fb 
been published and, while there is much to 
be learnt from it, it is satisfactory to note 
that, taking account of the different circum- 
stances, our works methods are not behind 
those of the United States. 

I am pleased to say that our relations with 
the trade unions who represent our 
employees, and indeed with all our factory 
employees, remain happy and cordial. Ths 
is a state of affairs which has existed for 
many years and of which we are proud. 


REMOVAL OF SUBSIDY 


On July 1, 1950, the Government removed 
the first half of the subsidy on fertilizers, 
which has resulted in a rise of price to the 
farmer. As compared with a figure of 100 
in 1939 the official figures indicate that in 
July, 1950, the prices of all farm products 
had increased to 243, whereas fertilizer prices 
had only increased to 189. There is no doubt 
that the use of fertilizers is still extrem=\y 
profitable and there is room for an incre.se 
in their use. 

Our sales of fertilizers in the United King- 
dom have again increased and constitute 4 
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record in our history. A comparison with 


the previous year 1s interesting— 


1949 1950 
ilizer sales in 
rae Sonepsenenes 1,477,000 1,823,000 
Value of fertilizer i 
| eee £10,428,000 £13,591,000 


Although our main fertilizer business is in 
England, we have a valuable section in Scot- 
land which is also expanding, not only in 
fertilizers, but in the manufacture of feeding 
stuffs and trading in farm produce. 

A large part of our business is done with 
the members of the National Association of 
Corn and Agricultural Merchants, with whom 
we work on a most friendly basis. 


PROGRAMME OF EXPANSION 


It will be seen from this review of the 
operations of the company for the past year 
that the demand for fertilizers continues to 
increase and that the company, by the ex- 
penditure of a great deal of capital, has 
equipped itself for meeting this increasing 
demand. This programme of expansion was 
embarked upon as a direct result of a request 
made by the Government in 1944 to submit 
plans for the extension of manufacturing 
capacity for soluble phosphates in the United 
Kingdom to meet the requirements of agri- 
culture. The projects which we submitted 
were approved by the Government and are 
now in production. 

It should be explained that the manufacture 
of superphosphate can be increased as a tem- 
porary measure by the purchase of sulphuric 
acid from outside sources at a high price, 
and during the past ten years nearly all com- 
panies producing superphosphate have thus 
temporarily increased their production, which 
has involved them in little capital expenditure. 
But it has only been possible because the 
Government have subsidised the expensive 
and uneconomic sulphuric acid which the 
industry required, which was often trans- 
ported great distances. 

The extensions of production which we 
undertook at very considerable capita] costs 
were regarded as permanent additions to the 
manufacturing capacity of the United King- 
dom and were based upon economic supplies 
of sulphuric acid. 


SHORTAGE OF SULPHURIC ACID 


During the last few months the threat of 
a serious shortage of sulphuric acid has 
developed owing to a reduction in the amount 
of sulphur available from the United States. 

The Government have, therefore, decided 
to reduce the quantity of acid available to 
the superphosphate industry for the 1950-51 
season and have, to our great surprise, also 
Seriously reduced our supplies ot economic 
acid for the important permanent projects 
referred to above, while continuing the 
supply of some acid at uneconomic prices 
to the superphosphate industry. 

We have objected most strongly to this 
treatment and have received an assurance 
that for 1951-52 our representations will be 
further considered. 

For the current year our production pro- 
gramme is seriously affected. On the other 
hand, the Government have purchased 
foreign superphosphate to make good the loss 
of home production due to the acid cut, so 
that we hope the general volume of our sales 
will be maintained. It will be understood 
that our costs of production must be in- 
creased by this procedure. 

In the meantime, we are examining pro- 
Posals to increase our supplies of sulphuric 
acid, but it must be two or three years before 
We can satisfy our requirements. 


POTASH IN N. E. YORKSHIRE 


In last year’s statement I said that we had 
embarked on a programme of drilling to 


ascertain the possibilities of winning potash 
in North-East Yorkshire. 

You may have already noted from an- 
nouncements in the Press that we have com- 
pleted the first part of our programme at 
Robin Hood’s Bay and I am glad to be able 
to tell you that the results have proved 
highly satisfactory. The site fer drilling was 
selected by our geologists after careful con- 
sideration of all the facters and in particular 
an area was chosen where it was believed that 
the potash would be at a minimum depth. 
The results of the test bore have justified 
their choice. 

Examination of the cores shows the 
presence of a zone containing potassium 
chloride extending for over 30 feet with a 
7-foot rich seam averaging 23 per cent. K.O 
at 3,455 ft., of this a 12-in. thick band is pure 
potassium chloride and gauged by Con- 
tinental standards may be regarded as a 
remarkable find. 

A study of the detailed mineralogy of the 
cores has shown that whilst correlation of 
the “salt zones” thrcughout the area should 
not prove difficult, the distribution of potash 
within these zones is not easily predictable. 
But in view of our favourable results we 
decided to proceed with further bores, by 
which it is hoped to make an assessment of 
potash reserves over a considerable area. 

It is of interest to note that for the year 
ending June 30, 1950, potash supplied for 
agricultural use amounted to 234,000 tons 
K,0, of which our company was the largest 
single user. As the industrial use of potash 
only amounts to some 10,000 tons K.O per 
annum, it must be evident that our interest 
in winning potash in Yorkshire is a logical 
development to our business. 


ASSOCIATED COMPANIES 


Our associated company in Canada, Inter- 
national Fertilizers, Limited, has maintained 
its business well in spite of an overall reduc- 
tion in consumption of fertilizers in that 
country, due largely to low prices for the 
potato crop. 

In South Africa we have increased our 
sales substantially and the demand still 
exceeds the supply. The Government of 
South Africa have decided to continue the 
rationing of fertilizers until the end of 1951. 

In Rhodesia our new factory is now in 
operation and granular fertilizers will be 
available for the 1951 season. 


PROPRIETARY PREPARATIONS 


During the year the turnover of our pro- 
prietary preparations has been well main- 
tained. 

The growing importance of the company’s 
interest in ethical medicinal specialities has 
led us to reorganise this section of our busi- 
ness and we have formed a new company, 
Benger Laboratories, Limited, which will be 
entirely concerned with the development of 
these products. New specialities introduced 
during the year include “ Hyalase” and 
“ Dextran-Benger,” the latter being an infu- 
sion solution which can be used in cases 
where blood and plasma would otherwise be 
required. 

While the demand for fine chemicals in 
the home market has continued at a high 
level, substantial increases have been gained 
in the export market, and for certain pro- 
ducts we are sold forward for many months 
ahead. 

Special attention is being paid to finding 
new uses for our products and at the same 
time to the expansion of the range. 

Our milk factory at Coleraine has been 
operating at full capacity. This plant has 
performed valuable service in dealing with 
the increased production of milk in Northern 
Ireland. ose 

I would like to express my appreciation to 
all those working in our organisation for 
the valuable services they have rendered to 
the company during the past year. 

The report and accounts were adopted. 
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HARRIS LEBUS, LIMITED 
A BIG IMPROVEMENT 


The third annual general meeting of 
Harris Lebus, Limited, was held on Decem- 
ber 6th in London, Sir Herman Lebus, 
C.B.E., J.P., chairman and managing direc- 
tor, presiding. 

‘The following is an extract from his review 
circulated with the report and accounts: 

The profit for the year to July 14, 1950, 
before charging taxation, amounts to 
£569,650, as compared with £320,022 for 
the preceding year, an improvement of 
£249,628 after charging against profits in 
1950 items for which no comparable charge 
was made in 1949. The proposed Ordinary 
dividend is 8 per cent. 

The improvement in the umber supply 
situation continued and veneers which we 
use in our production, together with ply- 
wood from certain sources, have since then 
been freed from Government control. In 
the furniture we make we are unfortunately 
still precluded from using hardwood from 
dollar sources or softwoods of any kind, but 
we have been able to satisfy our timber re- 
quirements to the full largely by increased 
purchases of Colonial timbers, and the for- 
ward supply position at this time appears 
to be satisfactory. 

During the year there has been a signifi- 
cant increase in the price of oak and beech, 
whilst other timbers have in general shown 
an upward tendency. The prices fixed by the 
Government for some types of plywood 
have on the other hand been substantially 
reduced. There has been a steady increase 
in prices of other materials and this tendency 
appears to be continuing. 

In my review last year I drew attention 
to the revision of the Board of Trade utility 
scheme, which had been made during the 
year then under review. There have been 
no further changes of importance in those 
regulations since that date. The freedom 
of design possible within the limits of the 
regulations and the price control structure 
have enabled competition to operate again 
within the industry and I am satisfied that 
your company is more than maintaining its 
leading place as suppliers of low-priced 
furniture of a high standard of quality. 


THE PAST AND THE FUTURE 


At the last annual general meeting I was 
tempted, in view of the satisfactory state of 
your company’s trade at that time, to make 
some sort of forecast as to the financial 
results which could reasonably be expected 
in the year we are now considering. I re- 
frained from doing so, however, because in 
the grave situation of our country factors 
might arise “which could quickly and 
adversely affect sales and profits.” During 
the latter months of your company’s financial 
year, and unfortunately into the present 
financial period, the whole industry suffered 
a sharp recession of trade, which affected 
your company’s sales and profits. This 
recession has, however, not persisted, at any 
rate so far as your company is concerned, 
and sales and the order book are now 
satisfactory. 

The national and international situations 
cannot be said to have improved over last 
year. The difficulties in the Far East, the 
Government rearmament programme, the 
expectation of a General Election in the not 
far distant future are but some of the factors 
which create a state of uncertainty and make 
it unwise for either your directors or for me 
to attempt to forecast the trend of profits 
to be expected in the company’s current 
financial year. I affirm, however, that the 
company’s products, methods of production 
and methods of marketing continue to im- 
prove and reinforce the confidence of your 
directors in the future of your company. 

The report was adopted. 
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AUSTIN MOTOR COMPANY 


A GOOD YEAR 
MR L. P. LORD’S REVIEW 


The thirty-sixth annual general meet ng of 
The Austin Motor Company, Limited, was 
held on December 6th at Longbridge Works, 
Northfield, Birmingham, Mr. L. P. Lord 
(chairman and managing director) presiding. 

The chairman, in the course of his speech, 
said: We have had a good year, free from 
stoppages of any k-nd, although output has 
been restricted by the lack of sheet steel. 
However, the freer flow of prceduction has 
allowed us to keep down the amount of 
material in progress, and this is reflected in 
the value of stock and tools, which is practi- 
cally the same as for last year, although pro- 
duction was 24 per cent. higher in the year 
under review. 


DISTRIBUTION OF PROFIT 


The motor industry is Britain’s largest 
exporter, and your company is the largest 
within that industry, 

The Exchequer has, of course, benefited 
doubly: firstly by the foreign currency which 
we have brought to England, and secondly 
by their large share of the profit earned. The 
workpeople have also benefited by higher 
wages and regular work ; thus prosperity is 
spread. It is fair that the shareholders— 
there are thousands of small ones, in fact 
over 20,000 altogether, many of them work- 
people themselves—should benefit from this 
prosper.ty, and therefore the dividend on the 
Ordinary shares has been increased. 

The following figures illustrate to you how 
the benefits arising from the prosperity of 
the company are shared. For the year ended 
July 31st last: 


1. We paid in wages and salaries 
£9,526,000 gross. 
2. We had to provide for taxation 


£2,481,522. It should also be remembered 
that in addition to this the Government 
collects taxation on wages pa:d and in the 
form of surtax on some of the dividends. 

3. On our export trade to U.S.A. and 
Canada we collected $33,936,000. 

4. We propose to pay in dividends to our 
Ordinary shareholders £340,316 net. 

Last year I referred to the institution of a 
Supplementary Provident Fund. Satisfactory 
arrangements have now been made with the 
Board of Inland Revenue, and the necessary 
Trust Deed was executed on April 17th last. 


PRODUCTION 


We have still maintained our position as 
the premier exporter of cars and commer- 
cial vehicles. The production of 157,628 
vehicles is an increase of 24 per cent. over 
last year, and therefore a new high record. 
For the first fifteen weeks of the current 
financial year, that is since July 31st last, 
production has risen again, and is up by 11 
per cent. over the year under review, and 
for the three months ended October 28th 
has been running at the rate of over 165,000 
vehicles a year plus an average of nearly 300 
tons of spares a week. Increased supplies 
of steet steel would make still higher output 
possible. 

The new models, shown for the first time 
at Earls Court in October, have been very 
well received, both at home and overseas. 
It is obvious already that the new “ Here- 
ford” will be a very worthy successor to the 
“ Hampshire.” 

For a model introduced just three years 
ago the A.40 has not only maintained but 
increased its a over 80,000 having 
been despatc to world markets in the 
year; in fact, it is universally acclaimed as 
the world’s best light car. 


The new “ Loadstar ” 2- and 5-ton trucks, 
introduced just a year ago, have also proved 
except:onally popular overseas, more than 
15,000 having been exported in the year. 

With both these models we entered the 
current year with an overflowing order book, 
and at the present moment have truck orders 
in hand for the entire production of these 
vehicles for the rest of the current financial 
year. 

You will have seen from announcements 
already made that we have secured a contract 
for the manufacture of several thousand four- 
wheel drive light fighting vehicles for the 
army. 

The initial contract was for the vehicles 
without the engines. Within the last few 
weeks we have received orders for four- 
cylinder engines to fit into these vehicles and 
also for a large number of e-ght-cylinder 
engines. 

I have stated that these orders should not 
interfere with normal production, always pro- 
viding that the materials are made available. 
The question has naturally arisen in many 
minds as to how we are going to find room 
for this extra work. That has been overcome 
by taking a lease of the whole of the acro- 
plane factory at Cofton Hackett adjoining 
the Longbridge Works. 


EXPORT 


I have mentioned in previous years that 
we could not expect our intensive overseas 
operations to be very remunerative in the 
early stages; in fact, as you know, we did 
make initial losses in America. However, 
our policy has turned out to be the right 


one, and I am pleased to be able to tell you. 


that all our trading subsidiaries have earned 
satisfactory profits. We have, of course, 
profits from devaluation in America 
and Canada. These are shown clearly in 
the accounts and will not recur unless the 
pound is again devalued. If, however, the 
pound is revalued upwards some losses may 
be incurred, although, naturally, we are 
watching our stocks very carefully and are 
keeping our commitments down to the mini- 
mum. In order to strengthen the balance- 
sheets of the Canadian and American sub- 
sidiaries, all the profits and gains they made 
have been retained and no dividends have 
been paid to the parent company. 
Turning to our general export business, 
we have had another excellent year. Our 
total sales to world markets outside North 
America exceeded £33,000,000, which figure 
included nearly £3,000,000 for spare parts 
and components. This total compares with 
£19,700,000 in the previous year and repre- 
sents a 68 per cent. increase. 


IMPORTANCE OF AUSTRALIAN MARKET 


Australia continued to hold first place in 
our export shipments, and absorbed over 
42,000 of our cars, vans and trucks. Outside 
Australia and the American continent, to 
wh:ch I shall presently refer, our best results 
were in Belgium, Sweden, South Africa and 
Eire, in that order, but these markets com- 
bined represented only one-third of the 
Australian volume. We are well in the jead 
in Australia and we musi make sure that we 
maintain that position. 

In Canada and U.S.A. the year was equally 
satisfactory, our turnoyer in Canada being 
over £9,000,000, or a 275 per cent. increase 
on the previous year. In the U.S.A., with 
sales of just under £2,000,000, the increase 
was 128 per cent. 

The report was adopted. 
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TOWN TAILORS LIMITED 
RECORD NET PROFIT 


The twentieth annual general meetine «: 
Town Tailors Limited, was “held 
December 4th at Leeds, Mr. Hector M 
Frazer, chairman and Managing director 
PrThe ellowi : 

e following is an extract fr is circy 
sand seals om his circy- 

It is with pleasure that I have to report 
another period of steady progress by the 
parent company and its subsidiaries for the 
year ended July 29, 1950. The net profit of 
the group is £370,609, after charging depre- 
ciation and all expenses (apart from taxation) 
—a new record. The increased profit is 
entirely due to a substantial rise in turnover, 
occasioned by the better value we have been 
able to give our customers consequent upon 
our lowering of profit margins. The year’s 
results reveal the benefits which have accrued 
to the company and to the public by the 
reorganisation of production methods. Our 
quality of workmanship has been fully main- 
tained and given satisfaction. 


This record profit is apportioned a; 


follows :— 
Amount °) of 
£ Profit 
Taxation (estimated)............ 197,801 53-4 
Sundry allocations :— 
Welfare, insurance fund, 
expenses of capital in- 
crease, special deprecia- 
tev eltece ticaaal \sess6 9,503 2-6 


NN ton Grckedhvaceiecisasceys 126.592 3-1 
Represented by :— 
Additional fixed {[ 





geeets ......... 89,025 

Additional net 

current assets 37,567 

Proposed dividends ...... 36,713 9-9 
£370,009 100 


THE DIVIDEND 


To conform with the “limitation of divi- 
dends” request of the Chancellor of the 
Exchequer, dividends are being limited to 
the same monetary distribution as for last 
year. Your directors recommend a final 
dividend at the rate of 23} per cent. to be 
paid to Ordinary stockholders which, together 
with the interim dividend, makes a total of 
40 per cent, for the year. As this amount 1s 
payable on the increased capital, it 15 
equivalent to the former rate on the original 
capital (or 6} per cent. on the real capital). 

It is interesting to note that the country 1s 
now experiencing a plethora of claims for 
wage increases supported by the argument 
that justice demands that wages should keep 
abreast of the rising cost of living; yet 4 
similar right is denied to those who rely on 
dividends for their sustenance. 

During the past year the orders placed by 
our customers have outstripped our produc- 
tion capacity, and we are constantly building 
up our labour force to keep pace with the 
demand for our products. Owing to the 
impossibility of obtaining sufficient quanttics 
of a certain type of cloth from manufacturers, 
another mill has been purchased where the 
company is to extend its weaving operations 
to cover export and home trade requirements. 

We have decided to recommend a bonus 
issue to the holders of our Ordinary stock 0: 
one Ordinary stock unit of 2s. for every 
three Ordinary stock units held. ca 

Sales for the current year have been his* y 
due no doubt to the foresight of the public 
in purchasing their requirements before the 
recent high advance in the price of wool s 
passed on to them. When that stage bis bees 
reached, consumer resistance may become an 
impoftant factor. Beyond this the future 's 
uncertain, but I have no reason to bel-eve that 
your company will be any less successful thaa 
in the past. 

The report was adopted. 
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THE FINANCIAL NEWS 
LIM.TED 


PROFITS MAINTAINED 
MR BRENDAN BRACKEN’S REVIEW 


The fifty-third ordinary general meeting of 
The Financial News Limited was held on 
November 30th at Winchester House, Old 
Broad Street, London, E.C., Major-General 
Guy P. Dawnay, CB. C.MG., D.S.O., 
M.V.O., the vice-chairman, presiding in the 
ynavoidable absence of the chairman, the 
Right Hon. Brendan Bracken, M.P. 


The secretary (Mr. A. E. Knock) read the 
notice convening the meeting and the report 
of the auditors. 


The vice-chairman then read the speech of 
the cha_rman, as follows: 


Gentlemen, with your permission I will 
take the report and accounts as_ read. 
(Agreed.) Apart from an improvement of 
some £13,000 in the net liquid assets position, 
the balance-sheet figures show little change 
from those of the preceding year, and they 
call for no comment. The consolidated profit 
before tax for the year ended June 30th 
Jatt amounted to £119,740, which com- 
pares with £114,379 and £117,935 in the 
two preceding years. 


The slight increase in our profit arises 
principally from the fact that we have 
fecelved a modest first dividend gn our 
investment in W. Speaight & Sons. Our 
three subsidiary companies, the Investors’ 
Chronicle, Limited, the Practitioner Limited 
and the Banker Limited, have al] traded at 
a profit substantially similar to that earned 
in the previous year. 


We are recommending the payment of a 
final dividend of 35 per cent. making an 
unchanged total of 60 per cent. for the year. 
As I stated last year, this 60 per cent. is 
equal to about 12} per cent. on the capital 
employed in the business. 


THE FINANCIAL TIMES 


The Financial Times earned substantial 
profits in the year ended December 31, 1949. 
It continues to earn good profits, but we 
shall be fortunate if we can maintain this 
good result. The costs of newspaper pro- 
duction rise monotonously. As you 
probably know, the printing works in which 
The Financial Times is interested have 
suffered considerably from the recent pro- 
tracted printing dispute. Restrictions on the 
use of newsprint have lately been reintro- 
duced on a near wartime basis. The effect 
of these restrictions has been to reduce the 
number of pages which The Financial Times 
can publish, and this, of course, must have 
an effect on advertisement revenue. 


So far we have contrived not to restrict 
the circulation, which in recent months has 
been growing, but, unless there is some 
easing in the newsprint position, I fear that 
we shall once more be compelled to the 
sale. Our plans for ifitréducing new features 
and for improving existing features are 
therefore at present frustrated. The Financial 
Times has qualities of resilience and enter- 
prise which, I have every confidence, will 
enable it to surmount most of the baffling 
Problems that confront the press today. 


THE INVESTORS’ CHRONICLE 


_The Investors’ Chronicle maintains _ its 
high position in weekly financial journalism. 


“Te hatifally lost wach Fevenue through the 


recent printing dispute. It was only by the 
strenuous efforts and ingenuity of its staff 

at the paper was able to maintain a weekly 
service for readers. The emergency issues 
which were produced during tie stoppage 


at London printing works left much to be 
desired and were costly to produce, but they 
enabled readers of the paper to enjoy some 
continuity of service. I am hopeful that the 
gteater part of the revenue lost during the 
dispute will be recovered in the remaining 
months of our financial year. 


The Practitioner and The Banker were 
fortunately not affected by the dispute, since 
they are not printed in the London area. 
The Practitioner goes from strength to 
strength and its editors and management are 
to be congratulated on the great services 
which the paper renders to the medical 
profession. 


THE ECONOMIST 


The Economist, of which we own half the 
share capital, suffered as’ severely as 
The Investors’ Chronicle in the recent 
dispute. Here, too, magnificent efforts were 
made to overcome the difficulties with which 
that newspaper was confronted. Well does 
it deserve its present prosperity. 


Had I been addressing you three months 
ago, I should have been able to give you very 
satisfactory reports upon the two printing 
companies, St. Clements Press and W. 
Speaight & Sons, in which we are directly 
or indirectly jnterested, but the recent dis- 
pute has had a sharp effect upon their 
profits, Since the resumption of work, both 
companies have been extremely busy and I 
am hopeful that they can retrieve a goodly 
part of the profits lost through this deplor- 
able dispute in the printing industry. 


The report and accounts were unanimously 
adopted; the proposed dividend was 
approved; the retiring director, Viscount 
Moore, O.B.E., was re-elected and the 
remuneration of the auditors, Messrs. Price, 
Waterhouse & Co., was fixed. 


UNION FREE STATE COAL 
AND GOLD MINES 
LIMITED 


PROGRESS ON HARMONY LEASE 
MR G, V, R, RICHDALE’S ADDRESS 


The annual general meeting of Union 
Free State Coal and Gold Mines Limited, 
was held in Johannesburg on November 24th. 

Mr G. V. R. Richdale, the chairman, who 
presided, in moving the adoption of the 
report and accounts, said that the report of 
the directors and audited accounts for the 
year ended June 30, 1950, together with the 
reports of the consulting engineer and the 
managers of the Harmony property and the 
Raleigh Colliery had been in shareholders’ 
hands for some time. Those _ reports, 
together with his statement which accom- 
panied them, had dealt comprehensively 
with the affairs of the company during 
period under review and he proposed to 
comment only on thé progress achieved since 
the dafé of the statement. 


ISSUE OF HARMONY SHARES 


Formal ministerial consent to the grant of 
the Harmony lease had been received in a 
letter from the Secretary for Mines dated 
September 29, 1950, and at an Extraordinary 
General Meeting of Harmony Gold Mining 
Company Limited, held on October 6, 
1950, the authorised capital of that company 
had been increased from £5,000 in 20,000 
shares of five shillings each to £3,000,000 in 
12,000,000 shares of five shillipes cach, 
At the same meeting, the Board of Directors 
were authorised to issue a further 7,980,000 
shares, making the issued capital of the com- 
pany £2,000,000 in eight million shares of 
five shillings each and leaving four million 
shares in reserve. 
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The company was entitled to subscribe for 
a total of 4,014,240 Harmony shares, includ- 
ing those already subscribed in the initial 
capital and 501,780 shares for which it 
would subscribe -against receipt of its pro- 
portion of the total vendor consideration of 
£250,000. While the Board had always 
recognised that shareholders would wish to 
have as large a participation as possible in 
the Harmony company, it was, nevertheless, 
considered to be in their interests that their 
Union Free State Coal and Gold sharehold- 
ings should be safeguarded against tco sharp 
a fall in value when the shares became ex- 
Harmony rights on the Stock Exchange. 


OFFER TO SHAREHOLDERS 


It had, therefore, been decided that the 
rights in respect of 2,213,235 shares should 
be offered to shareholders in the ratio of 
three Harmony shares for every ten shares 
held in Union Free State Coal and Gold 
Mines Limited and that the balance of 
1,801,005 shares, together with any rights 
offered to but not taken up by shareholders, 
aon be retained in the company’s pori- 
folio. 


As soon as the Harmony company received 
the proceeds of that issue it would refund 
to the Company an amount expected to be of 
the order of £1,400,000 which would have 
been expended up to that time on develop- 
ment of Harmony property, together with 
interest thereon calculated on a daily balance 
at the rate of 44 per cent. per annum. In that 
connection, he mentioned that expenditure of 
£991,334 mentioned in his statement as 
having been incurred by the company on 
Harmony property, did not include the value 
of stores and materials which, when taken 
into account, brought total expenditure on 
behalf of that company as at June 30, 
1950, to £1,038,491. 


SHAFT SINKING 


Shaft sinking at Harmony was proceeding 
satisfactorily. The No. 3 shaft had reached 
a depth of 606 feet on November 23rd, while 
the ventilation shaft was at a depth of 733 
feet. Permanent headgear at No. 3 shaft 
had been completed and one of two perma- 
nent winding engines was in use. Steam 
hoists at the ventilation shaft were now in 
commission ; the compressor house was 
nearing completion and good progress was 
being made with workshops. 


A further 13 permanent houses had been 
erected bringing the total number now com- 

leted and occupied to 31. In addition, 45 
Sees intended for the future use of married 
native employees were temporarily occupied 
by European families pending completion of 
further accommodation for Europeans. A 
total of 43,000 feet of piping had so far been 
laid from the Welkom Ring Main, a further 
21, feet having still to be hid. 


RALEIGH COLLIERY 


At the Raleigh Colliery, the erection of 
a coal-washing plant was proceeding and 
should be in operation early next year. A 
change house, lamp room, four senior staff 
houses and six workmen’s cottages were now 
finished, while single quarters were already 
occupied. manager’s house was in the 
course of construction. 


Coal-drilling programmes in the Coalbrook 
area and in the "Teaute district had been 
completed, but it was too early to draw final 
conclusions from the results obtained. Drill- 
ing on Farm Braakfontein in the Newcastle 
arog of Netel was sili in progress ana,’ 
although analyses so far available had been 
encouraging, it was not yet possible to assess 
with accuracy the true potentialities of that 
area. 


The report and accounts were adopted. 





1054 


GLAXO LABORATORIES LIMITED 


SUBSTANTIAL HOME AND OVERSEA PROGRESS 
RESEARCH AND DEVELOPMENT SAFEGUARDED 


The sixteenth annual general meeting of 
Glaxo Laboratories Limited was held on 
December 5th, in London. Sir Harry Jeph- 
cott, M.Sc., F.R.LC., Ph.C., the chairman 
and managing director, presided. 


The following are extracts from his circu- 
lated statement: £250,000 has been allocated 
from the profits of the year to reserve for 
obsolescence and £250,000 to general reserve. 
In addition, a new reserve has been set up— 
reserve for future research and development ; 
further reference is made to it below. 


The fixed assets have increased by about 
£750,000 as a result of the completion of 
plant extensions at Greenford and elsewhere. 
The extending operations of the subsidiary 
companies are reflected in the increased in- 
vestment in these companies. Stocks have 
necessarily increased with the company’s ex- 
panding business, but they are smaller than 
is desirable for the smooth flow of work, and 
their further increase must be expected. 


OVERSEA ASSETS 


It is the purpose of the consolidated 
balance sheet to show the total value of the 
assets of the group expressed in sterling, In 
the absence of free rates of exchange, the 
conversion of oversea assets becomes arbitrary 
and liable to fluctuation. Current assets and 
liabilities are converted to sterling at the rate 
ruling when the accounts are closed and 
fixed assets at the 1949 values, plus additions 
at the rate ruling when acquired. Should 
circumstances vary, consideration would be 
given to revaluing the assets affected. The 
directors are satisfied that the fixed assets 
in the accounts of the subsidiary companies 
are conservatively valued, and in their opinion 
this valuation is as fair as possible in existing 
circumstances. 


The true value of these assets must be 
measured within the ambit of our total activi- 
ties, some profit accruing to the parent com- 
pany from exports to subsidiaries. All 
subsidiaries have operated profitably, although 
from some companies dividends reasonably 
commensurate with the investment could not 
be transferred to this country. 


CAPITAL EXPENDITURE 


A further expansion of business has re- 
sulted in increased trading profit. This result 
is the more satisfactory in that it has been 
achieved in spite of many price reductions. 

The level of dividend upon the ordinary 
tock was in the past mainly related to the 
feed td Conacsy Suns ae resources oves 
a long pefiod . Having fegar 
the circumstances, and not least = tear 
that more than one-half of our business is 
transacted overseas and to the hazards of such 
business, a final dividend of 12} per cent., 
making 174 per cent. for the year, is recom- 
mended for approval. In the opinion of the 
directors the distribution of less than one- 
twelfth of the profits by way of dividend 
reflects in full measure a policy of modera- 
tion and restraint—a policy with which they 
are in full accord. 

We are at present committed to capital 
expenditures amounting to £691,000. These 
are far from adequate to provide for the 
expansion of business that is envisaged and 
further capital expenditure is pr jects that 
Gt HOME Bhd overseBs exceeds ; Nos O if 
all. Effect will be given to the schemes as 
rapidly as circumstances permit. 

Owing to the continuing expansion of the 
business and to the magnitude of the develop- 


ment programme, it may not be possible 
indefinitely to finance the growth of the busi- 
ness from our present resources. The direc- 
tors therefore consider it timely to increase 
the authorised capital by £1,500,000. It 
should, however, be clearly understood that 
there is no present intention of issuing further 
capital. 


PRODUCTIVITY 


Througheut the year particular attention 
has been given to increasing the efficiency 
of all manufacturing processes and thereby 
the company’s productivity. In this respect 
we have welcomed the reports of the Anglo- 
American productivity teams and have 
benefited from the participation in them, We 
believe that further benefit will follow from 
the continuous development of friendly inter- 
change between American and British in- 
dustries. 


The saving from economies in production 
has enabled us not only to absorb the con- 
siderably increased cost of many of our raw 
materials but also to give to our customers the 
benefit of price reductions. In the aggregate 
these price reductions have been substantial, 
especially for our antibiotic products. During 
the year further reductions have been made 
in the price of penicillin and streptomycin, 
which have resulted in a saving of no less 
than £300,000 to the hospitals of this country. 


EXPORTS 


Our oversea and export business continues 
to make excellent progress. During the year 
the total sales overseas by the parent com- 
pany and its subsidiaries have increased by 
more than 30 per cent. This is a real 
achievement for a company of our size. 


Our investment overseas continues to 
grow, and it will be necessary to increase it 
as further development becomes desirable. 
Admittedly, oversea investment presents to 
the stockholder a greater risk than does ex- 
pansion at home, but it is only by taking such 
a risk that our oversea business will pro- 
gress further and the exports from this 
country continue to increase. 


While most of our oversea and export 
business is within the sterling area, it is 
especially satisfactory to report that we now 
have a substantial dollar export business. 
With the object of further enhancing our 
dollar sales, - have recently formed a 


Canadian su com >» Glaxo 
(Canada) Limited. _— 
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tinuity of this work and we have now 


created 
a reserve for future research and develop. 
ment specifically for this purpose. Should 


less favourable years await us we shall not 
hesitate to draw upon this reserve to main- 
tain our work of research and development 
for upon it we believe the long-term future 
success of the company largely depends, 


I take this opportunity of acknowledging 
the excellent work of those outside our own 
organisation, with many of whom we have 
had happy business relations extending over 
more than 30 years, and of our own staff at 
home and overseas which has made possible 
the accomplishments of the year. 


The report and accounts were adopted and 
the capital increase was approved. 





NATIONAL CANNING 
COMPANY 


A BONUS ISSUE 
MR S. W. SMEDLEY’S ADDRESS 


The nineteenth annual general meeting of 
the National Canning Company, Limited, 
was held on December 4th, in London, Mr 
S. W. Smedley (chairman and managing 
director) presiding. 

The following is an extract from the chair- 
man’s speech :— 

The profit of the group, after taxation 
amounted to £414,332. Of this sum £309,924 
has been retained by the subsidiary com- 
panies and, in addition, the subsidiary com- 
panies have applied a total of £5,000 to 
pension reserve funds. 

The National Canning Company’s own 
profit and loss account shows a surplus for 
the year of £98,078, which, with last year’s 
carry forward, leaves a sum of £249,033 
available for distribution. Of this sum, 
£30,000 has been transferred to the general 
reserve fund and, after payment of the divi- 
dend of 20 per cent. recommended by the 
directors, the carry forward will be increased 
by £18,578. 

I should perhaps tell you that we are tak- 
ing steps to centralise our farming activities. 
In July last we purchased a farm near Wis- 
bech and this farm, together with the farm 
at Evesham and our Scottish farms, will now 
come under one management. The company 
now owns a total of 2,472 acres. 

This year, in certain lines, particularly in 
the case of canned peas, we have again in- 
creased our pack. So far as canned and frozen 
peas are concerned, the season has been a 
favourable one, and I believe that this year's 

of canned and frozen foods is un- 
doubtedly one of the best we have ever turned 
out. 


PRICE OF CANNED FRUITS 
For some time past I have been of the 
opinion that certain varieties of canned fruits, 
particular ies and other soft fruits, 
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yblic demand is changing. — However, we 
adeavour to adjust our activities to mect the 
; uirements of the public, and while there 
+ certain amount of difficulty in obtaining 
adequate supplies of cans, I, think you may 
uke it that all the signs point to another 
atisfactory year’s trading. 

You will have seen from the notice you 
have received of the extracrdinary general 
meeting, to be held after this meeting, that a 
resolution will be proposed to increase the 
juthorised capital of the company to 
(750,000. There is also a second resolution 
in which it is proposed that the issued 
ordinary share capital should be increased 
10 £467,500, by capitalising £42,500, part of 
the general reserves of the company and 
issuing 42,500 fully paid ordinary shares to 
the existing ordinary shareholders in the ratio 
of one new share for every ten shares held. 

The report was adopted. 

At an extraordinary general meeting subse- 
quently held, resolutions were passed approv- 
ing: (1) an increase in the authorised capital 
of the company to £750,000, and (2) the 
capitalisation of part of the general reserves 
and the issue of the bonus shares to existing 
crdinary shareholders. 





NORTH BRITISH RAYON 
WORLD'S CHEAPEST TEXTILE FIBRE 


The twenty-second ordinary general 
meeting of North British Rayon, Limited, 
was held on November 30th in London, Mr 
Ernest Walls, the chairman, presiding. 


The following is an extract from his 
circulated statement: 


The year to June 30, 1950, now under 
review, coincided for the main part with the 
first year of the devaluation of the pound 
sterling in September, 1949. 


Increase in prices of our imported 
materials began immediately after the 
devaluation and continued through the year. 
lt affected not only our most important 
material imported wood-pulp, but also our 
chemicals and numerous sundfy supplies. 
Later on we had the rises in base metals and 
other primary materials which have been so 
notable a feature in recent months. The 
year’s trading results were, however, only 
partially affected by these increased costs. 
We were well situated wth regard to stocks 
of materials so that we reaped the benefit 
and were able in this way to maintain our 
profit margin. But the deferred effect of 
devaluation and of the rise in world prices 


is certainly being felt in the present financial 
vear. 


Output showed a moderate increase during 
the year. Demand is very strong, both at 
home and abroad, and likeiy to continue so. 
The ever rising prestige of ravon has been 
reinforced to a remarkable degree by the 
somewhat sensational increase in the price of 
natural fibres, wocl, silk, and cotton during 
this year. Rayon is teday the world’s 
cheapest textile fibre and in versatility and 


seneeabitiy mever ceases in its forward 
nde, 


Capital expenditure during the _ year 
amounted to £117,309, making a total of 
£552,000 since the end of the war. The 
year's expenditure has been partly at Jed- 
Yueh: Scotland, and partly at Holmfirth, 
orkshire, where we have just completed our 
neW Processing works, which for its size w'll, 
believe, stand comparison with any similar 
Plant in this country. 


DEVALUATION AND RISING COSTS 


sj lowing the end of the company’s year, 
s said, we were experiencing the deferred 
ect of the rise of costs due to devaluation. 
¥ this ume, also, the general rise in world 
Prices of primary materials had begun to 


make itself felt. In addition, the price of 
Canadian as well as Scandinavian wood- 
pulp was steeply advanced. The freeing of 
the Canadian exchange has also worked 
against us. All this coincided with the end 
of the so-called wages freeze, resulting in a 
large increase in our wages rates as from 
mid-October. 


Since September, 1947, the rayon industry 
had suffered successive increases in cost of 
materials and labour, but had endeavoured to 
offset them by increased output and produc- 
tivity, w.th the result that the selling price of 
rayon was held steady during these years. 
This was a remarkable ach evement, but to 
absorb the succession of increased costs was 
beyond any possibility and an increase in the 
selling price was established as from October 
16th. 
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The advance is very moderate in relation 
to the heavy increase in costs we have to 
bear, and if we are to maintain our recent 
levels of earnings we shall still need to con- 
tinue even harder than before to apply our- 
selves to the task of increasing productivity 
by reducing unnecessary waste cf materials 
and labour, by ingenuity and invention, and 
generally by better and harder work on the 
part of all concerned, which is the only road 
by which th:s industrial island can ever find 
its way back to real prosperity. We have not 
been unsuccessful in that direction in the 
past, and I am confident that we shall have 
the co-operation of everybody employed in 
the North British organisation in bringing 
these further efforts to a successfu! result. 

The report was adopted, and the proposed 
div-dend of 10 per cent., less tax, was 
approved. 





INDIAN IRON AND STEEL COMPANY 


INCREASED PRODUCTION 
MR T. LESLIE MARTIN’S SPEECH 


The thirty-third ordinary general meeting 
of The Indian Iron and Steel Company, 
Limited, was held on November 13th in 
Calcutta. 


Mr T. Leslie Martin, the chairman, who 
presided, said: Production for the year 
showed a welcome increase which has 
enabled us to cover the reduction in the 
selling prices of pig-iron imposed as a con- 
sequence of the 1949 Tariff Board inquiry 
and to show a balance of profit sufficient to 
maintain the dividend at the rate of 10 per 
cent. per annum. 

The main features of the accounts are the 
final allocation and consequent additions to 
fixed capital expenditure of approximately 
Rs.3} crores and an increase of some Rs.1} 
crores in borrowing. The major item of new 
capital replacement plant is the new battery 
of 72 coke ovens at your Hirapur works to 
take the place of the range of four old and 
original waste heat type batteries which had 
become obsolete. The new battery came 
into operation towards the close of the year 
under review and has already shown a 
marked improvement in the quality of 
furnace coke coupled with a considerable 
reduction in production cost. With the com- 
pletion of this project at a cost of some 
Rs.24 crores we are once again not only fully 
self-supporting in the matter of our coke 
requirements and have been enabled to dis- 
continue the outside purchase of coke at 
relatively high cost but, also, to supply a 
fairly large quantity of coke to the Govern- 
ment’s fertiliser plant at Sindri. The increase 
in borrowing is a direct result of this expen- 
diture and consists of the sum of Rs.1 crore 
advanced by the Government of India 
against an agreed total of Rs.1} crores and 
taking further advantage of overdraft 
facilities. 


DEPRECIATION AND TAXATION 


The increase in capital assets is only partly 
reflected in the increased allotment for depre- 
ciation, the provision for which has been 
raised from Rs.30 lakhs to Rs.324 lakhs 
representing about two months of the year 
under review. This reserve must necessarily 
be further raised in subsequent years to cover 
the proper annual depreciation charge on this 
account. 


I should, perhaps, amplify the remarks in 
your directors’ r t concerning the some- 
what complicat position in regard to 
taxation that results where heavy capital 
expenditure is incurred. In computing 
assessable profits for taxation purposes initial 
depreciation is allowed in respect of build- 


ings and plant in the year of their installation 
at rates of 15 per cent. and 20 per cent. 
respectively on cost, while a further special 
allowance is granted in the earlier years equal 
to the normal depreciation allowance. The 
sole object of these allowances is to offer the 
inducement of a taxation concession as an 
encouragement to industry to re-equip, and 
not for the purpose of an extra distribution 
in the shape of higher dividends. In the case 
of your company these extra depreciation 
allowances exceed the sum of Rs.80 lakhs 
with an immediate relief in outgoing cash 
for taxation purposes of some Rs.334 lakhs, 
but it must not be overlooked that this so- 
called “ saving” ‘in taxation has to be met in 
future years and, consequently, must be pro- 
vided for. At first sight, it would seem to 
be a valuable concession, but it is necessary 
to examine the position in closer detail. The 
law provides that the total depreciation 
allowable for taxation purposes in respect of 
any individual asset is limited to the original 
cost of that asset and extra depreciation is 
permitted for taxation purposes during the 
earlier years of the life of that asset. Con- 
versely, the depreciation allowance will be 
reduced in later years and the original 
liability for taxation will have to be met. It 
is not escaped but merely deferred. 
Assuming the rates of tax remain constant, 
it will be seen that the so-called “ saving ” in 
taxation in the earlier years by reason of the 
enhanced depreciation allowable must later 
be offset by a corresponding increase in 
taxation when this depreciation is no longer 
available, and has become exhausted. What, 
therefore, appears to be a taxation concession 
proves, On examination, to be nothing more 
than a deferment of a definite taxation 
liability to be met at a later date. It will, 
therefore, be seen that where depreciation 
allowances of the magnitude involved in the 
present case are concerned, it would be more 
than folly to ignore the deferred taxation 
liability, and this explains the appropriation 
in the accounts for year under review of 
Rs.334 lakhs to a reserve for taxation con- 
tingencies. 


BENEFITS OF MODERN PLANT 


The installation of replacement plant of 
the latest and most modern design has shown 
considerable benefits and further expenditure 
of approximately Rs.2 crores must be 
incurred during the next year or so to bring 
your plant, both at Hirapur and Kulti, com- 
pletely up to date. This should show further 
benefits to the company’s operations, not 
only by increased production but by reduc- 
tion in costs also. As you are aware, your 
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directors had planned to raise additional 
capital by the issue of further Ordinary shares 
and a new issue of Preference shares, the 
total proceeds of which would have amounted 
to some Rs.3 crores. Such an issue would 
have enabled us, in addition to fimancing 
necessary further capital expenditure, to 
relieve to some extent the heavy indebtedness 
of the company on loan account, which can- 
not be allowed to remain a pern rent feature 
of our accounts. With the prospects of an 
improved profit margin and a saving on 
interest charges it is, therefore, a matter for 
regret that the reaction to the announcement 
of the company’s application to the Con- 
trollers of Capital Issues in Delhi and 
London was so clearly unfavourable in 
certain quarters that your directors had no 
option but to abandon for the present and 
to defer the proposal for the issue of Ordinary 
shares and to increase the amount of the 
proposed issue cf Preference shares from 
Rs.1 crore to Rs.14 crores to ease the position 
to some extent: I do not think that share- 
holders fully appreciate the fact that during 
the past ten years as a result of the last war 
there has been little cpportunity to install 
new modern plant in replacement of old and 
obsolete machinery. There was no alternative 
but to defer action until this became possible. 
We commenced our replacement § and 


modernisation programme in 1946-1947, that 
is by ordering the plant, and during the past 
two years or so have been busy on its instal- 
lation. The cost of this, as you should fully 
realise, has been inordinately high and rather 
more than double when compared with pre- 
war prices. This has, naturally, been a heavy 
drain on our finances and is responsible for 
the present extremely tight cash position. 
The present issued capital of Rs.2} crores 
falls far short of the real value of your plant 
at Hirapur and Kulti, which, based on 
present day values, is more in the region of 
Rs.15 crores on a conservative estimate. 
Under these circumstances, your Board con- 
sidered themselves as fully justified in putting 
forward a proposal to raise fresh capital and 
I repeat the reception this proposal received 
is greatly to be regretted. In short it amounts 
to this, if you will not g-ve us the tools it 
is not easy to understand how we should be- 
expected to do the job. 

It has been pleasing to note that there 
have been signs of improvement in the 
general economic position of the country of 
late. It must be realised that any acceleration 
in this direction is entirely dependent upon 
the expansion of industry in India and the 
forthcoming of the necessary investment 
capital. 

The report and accounts were adopted. 





KAMUNING (PERAK) RUBBER AND TIN 
COMPANY, LIMITED 


PRICE OF RUBBER AND STOCKPILING 
SIR JOHN HAY’S VIEWS 


The forty-first annual general meeting of 
The Kamuning (Perak) Rubber and Tin 
Company, Limited, was held at 52/4, Grace- 
church Street, London, E.C., on December 
6th. 

The following is an extract from the 
statement of the chairman, Sir John Hay, 
which had been circulated to stockholders : — 

The rapid and dramatic rise in the price 
of rubber which has occurred since June 
last—the end of our financial year—has 
focused unusual attention on rubber, has 
been productive of statements which have 
“little foundation in fact and, too often, of 
expressions of ill-justified feelings. It is 
impossible for me, within the limits of what 
should be a brief speech, to deal with all of 
these but it is not desirable that all of them 
shou:d pass without some correction. To 
attribute this rise in price to the machinations 
of producers is mere foolishness and the story 
of “rubber barons” gathering round the 
table to manipulate the price for their own 
profit is, of course, a fiction unworthy of 
inclusion in a schoolboy’s story-bock. 

The cause of the rise in the price of rubber 
is easy of diagnosis. As has recently been 
acknowledged and emphasised in responsible 
quarters, the rise in the price is due to 
stockpile purchases rendered urgent by the 
course of political events engendering 
apprehensions regarding the certainty of the 
continuance of supplies. Such purchases 
have turned what would otherwise have been 
a surplus of production into an acute 
shortage and even the merest tyro must 
understand that persistent buying in the face 
of a shortage inevitably raises prices to an 
abnormally high level. The rise in the price 
of rubber is, however, no isolated pheno- 
menon. What does distinguish rubber from 
other world commodities is that up to very 
recently it continued to be sold in the 
postwar period at little above its prewar 
price whilst all other values had long ago 
risen substantially. Even allowing for the 
high price to which it has recently risen, the 
average price for 1950 up to the end of 
October is only a fraction above 2s. 4d. 
per bb. 


A short time ago The Times published a 
table showing the average prices of world 
commodities for the period January/ 
September, 1950, as a percentage of 1939 
prices. Of the sixteen commodities listed, 
over the period mentioned rubber showed 
the smallest rise. The truth is that there is a 
whole range of world commodities the prices 
of which are much too high for general 
economic health, but within that range 
rubber is the least of the offenders and if 
remedial measures are to be considered they 
should first of all be applied in the more 
flagrant cases which include many commo- 
dities of which on balance we are buyers, not 
sellers. 

Rubber is a world commodity sold on a 
world market at a world price. No unilateral 
or even national action could determine price 
or the direction of supplies. Control of 
prices and supplies could only be effected by 
agreement on a _ wide international basis 
reinforced by administrative action within 
producing territories which in too many 
instances would, under present disturbed 
circumstances, prove impracticable. Rubber 
producers would welcome a decline in the 
tempo of stockpile purchasing with _ its 
promise of greater stability of price at a 
lower level. They are only too acutely aware 
of the fact that purchasing for this purpose 
can only be temporary and that when that 
ends a situation may confront them under 
which supplies of rubber and rubber sub- 
stitutes may be in excess of demand, 


HIGHER COSTS AND TAXATION 


In the meantime the first benefits of the 
present price of rubber go deservedly to 
labour and, perhaps less deservedly, to 
Government. It is difficult in a short 
sentence to contrast directly the rise in the 
price of rubber with the rise in wages, but 
the figures at my disposal show that as com- 
a with 1941 the average price of rubber 
or 1950 shows an increase of 141 per cent. 
whilst wages to labourers on rubber estates 
have increased over the same period by 
160 per cent. to 350 per cent. 
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A large part of the increa 
granted before the rise in the price of rubbe- 
had taken place and = such subsequen’ 
increases as have been made were grantes 
in full realisation of the fact that the presen: 
high price of rubber can only be of . 
temporary duration whilst wage : 
once given, are liable to become permanen 
Moreover, in addition to cash Wages 
labourers on rubber estates receive benefi:, 
in kind, all supplied by their employer, 
such as housing, medical services, includin. 
maternity grants, and recreational and edi, 
cational facilities, the cost of all of which ha; 
multiplied several times since 194] 


As far as Government is concerned, :h: 
proceeds of the 5 per cent. ad valorem du: 
will in the current year yield to the Govern. 
ment of Malaya four times as much as w,; 
originally estimated, whilst the 30 per cen: 
Income Tax will also give a substantial’ 
increased return. In respect of produce: 
registered in this country the Unitaj 
Kingdom Government, as is well known 
levies taxes up to 55 per cent. of profits 
Despite these heavy imposts, it is undeniable 
that producers will for the time being earn 
larger profits, but if the rubber producinz 
industry is to be left to bear the burden of 
long lean periods which has more or le: 
been its lot for the last twenty-five year 
and is to be deprived of the benefits of thes 
rare profitable intervals, then by no mea: 
can it set aside the sums necessary for re- 
planting, the rehousing of labour an: 
similar progressive measures. 


As compared with others, this company 4: 
probably regarded as being outstandingly 
successful and yet, including the dividend o 
15 per cent. which has just been paid, th: 
average return for the past twenty years his 
been only just over 5 per cent. For th: 
industry as a whole the return has probably 
been about half that. Not only its past history 
but the composition of its ownership shou!l 
abate Government’s tendency to impose too 
readily increasing burdens on the rubbe: 
producing industry. Of the total production 
of rubber at present coming from Malayi 
42 per cent. is derived from smallholdings o: 
only a very few acres each, the owners & 
which at frequent intervals over the last 
twenty-five years have been forced out o 
production by low prices. Ownership of the 
more highly organised rubber estate 1s aso 
widely diffused. 


Our own case is perhaps typical. This 
company, modest in size, has nearly 3,60 
stockholders with an average holding of no 
more than £56 and there are only 47 stock- 
holders who each own £500 or more. Thus 
the labours and the savings of the small man 
have been united together to form the rubbe: 
producing industry, our greatest Colonia! 
enterprise, the outstanding postwar achieve: 
ments of which are neither too well knowa 
nor appreciated. It would seem that the 
main fault of the industry lies in its failure 
to tell its own story. This statement may 
help to some small extent to repair Gut 
omission. 
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FILLERYS TOFFEES 


SIR HERBERT MORGAN'S SPEECH 


. c 
The sixteenth annual general meeting % 


Fillerys Toffees Limited was held of 
November 28th at Birmingham. 
Sir Herbert Morgan, K.B.E. (the cha‘ 


man), in the course of his speech, said: _ 
position of the company, which ~ oe 
improving year by year, is sound and ts: 


profits are satisfactory ; the result of efficiency 
in production and administration. 


The improvement has been brought about 
by a considerable increase in our output = 
to two principal causes. The first 's 
exceptional quality of our toffee which it 53 
been our policy to maintain at all costs. Th: 
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ae reason is the increase in Our export 
ves which are three times as great as those 
sown in the last accounts. Of this, by far 
ise larger part is represented by exports to 
ward currency countries. This represents a 
onsiderable achievement. : 

“The position so far as raw materials gener- 
jy are concerned is that many of these 
main subject to allocation of supplies from 
+e Government, but, except sugar, are avail- 
ale in increased quantities, particularly 
cose and fat. Supplies of sugar are one of 
car main anxieties and there seems little hope 
d a immediate improvement. 


One of the commodities has, however, 
been freed from general allocation. Con- 
densed milk, which is so vital to the manu- 
facture of good toffee, is now available in 
unlimited quantities. 


_ Our agencies abroad, and our representa- 
tives who keep in touch with our export trade 
in particular, tell us that the public are 
asking for “Fillerys” and when possible 
insisting on “ Fillerys” without any mention 
of the word “ Toffee.” That is popularity 
indeed. The Toffees of Good Taste. 


The report was adopted. 





BRITISH CELANESE LIMITED 


SALES AGAIN A RECORD 
SUBSTANTIAL EXPORT BUSINESS 
MR G. H. WHIGHAM’S ADDRESS 


The thirty-first annual general meeting of 
British Celanese Limited was held on 
November 30, 1950, at Winchester House, 
Old Broad Street, London, E.C., Mr G. H, 
Whigham, the chairman, presiding. 


Mr W. H. Poxon, F.C.I.S. (director and 
cecretary), read the notice convening the 
meeting and Mr T. Lister, of Messrs 
Thomson McLintock & Co., read the 
auditors’ report. 

The chairman said: Ladies and gentle- 
men, 


I regret that Dr Camille Dreyfus, who is 
at present in America, and Sir William 
Alexander, who is indisposed, are unable to 
be present. 


I propose, with your agreement, that the 
report and accounts be considered as read. 


The net profit before taxation constitutes 
a further record and shows a substantial 
increase Over the previous year. 


Dealing with the balance sheet of British 
Celanese Limited, the financial position 
‘hows that a further strengthening has taken 
pace during the year. This is reflected in 
the reserves (excluding the item future taxa- 
nen) which have increased from {2,274,000 
to £3,149,000. 


After providing for future taxation, work- 
ing capital has increased from £5,324,000 to 
46,334,000, although no new money has been 
raised and despite the fact that £1,046,000 
was expended on the item jand, buildings, 
plant and machinery ; £159,000 on addi- 
onal trade investment and investment in 
subsidiary companies, and £88,000 on the 
reduction of fixed long-term liabilities. 


Total current assets have increased by 
41,783,000, whereas total current liabilities, 
logether with future taxation, have only 
increased by £773,000. Ignoring the item 
iulure taxanion, total current assets are now 


approximately three times total current 
habilities, 


TAXATION AND DIVIDENDS 


A further £285,000 has been placed to the 
credit of taxation equalisation account 
which now stands at £765,000. The larger 
emount set aside this year arises mainly 
because the increased rate of the initial 
allowances announced in the 1949 budget 
was effective during the whole of the finan- 
Gal year under review, whereas it was only 
effective for a portion of the previous year. 


Mtoe will have noted from the report that 
the directors recommend a dividend of 10 
nt cent, as compared with 8 per cent. for 
the previous year. In this connection, I 


: mt out that the substantially 
improve 


results during recent years have 


been largely due to the costly technical and 
commercial development and plant expansion 
carried out in past years. Since the end of 
the war, expenditure on plant expansion, 
modernisation and replacement alone has 
amounted to £4,377,000, in addition to which 
further substantial sums have been utilised 
for working capital. Notwithstanding these 
factors, £1,800,000 only has been raised by 
the issue of new capital (in the form of first 
preference shares). 


TRADING 


I am pleased to report that the year’s sales 
constituted another record both as regards 
volume and value. Each of the main pro- 
ducts made its contribution to this. st 
year I referred to a falling off in the demand 
for plastics, but this year sales have recovered 
to a very marked degree. 


In the home market there has recently 
been a number of indications that the rise in 
the cost of living and the increases jn the 
prices of many cotton and woollen goods 
have forced the public to become more selec- 
tive in their purchases of clothing. The 
Wholesale Textile Sales Index shows that 
sales of some important articles have fallen 
off sharply. This tendency has not been 
reflected in the demand for your company’s 
products. Indeed, despite increased volume 
and turnover, we were very far from being 
able to satisfy the requirements of our 
customers. 


To compete in the export market necessi- 
tates an outlet in the home market denied at 
present by the incidence of purchase tax. It 
is difficult to market fashion fabrics for the 
export trade without this home trade outlet, 
and the present purchase tax rate of 663 per 
cent. on the wholesale price of non-utility 
fabrics for the home trade seriously compli- 
cates this desirable form of export trading. 


The recently proposed modifications in 
the continuous filament rayon fabric utility 
schedule, the principle of which has been 
agreed by the Board of Trade, should permit 
of a greater varicty of fabrics being sold 
free of purchase tax, and will, therefore, to 
some extent alleviate the position as regards 
export fabrics, but we still feel that purchase 
tax should be abolished on all types of rayon 
goods. 


EXPORT BUSINESS 


A substantial part of the company’s turn- 
over is represented by export business, and 
here also figures are higher than ever before. 


Devaluation helped the company to re- 
establish itself in certain of the hard cur- 
rency markets, and very special efforts have 
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been made to expand our sales in these 
countries. During the year members of our 
sales and technical staffs have visited these 
countries and studied market requirements 
at first hand, and hard currency sales show 
an encouraging increase. 


For the remaining export markets business 
in the main is now lmited by our ability 
to supply, but we view with concern the 
recent abnormal increases in the tariff on 
British woven rayon goods into Australia. 
The new duty is at approximately 10 times 
the previous rate, and this imposition must 
indeed be a very questionable advantage to 
Australia since their own weaving indusuy 
can supply only a small proportion of Aus- 
tralia’s requirements 


In some markets we are having to refuse 
certain export business that is being offered 
to us both in yarn and fabrics. 


HARD CURRENCY SALES 


We have, of course, to give preference to 
hard currency sales. Otherwise, wherever 
possible, we endeavour to be selective and 
to direct our efforts to building up a regular 
and steady export business based for the 
most part upon branded lines. Export orders 
are offered to us today which would give 
a better profit per unit than our regular 
export trade, but these are refused since they 
are offered in circumstances where there is 
small likelihood of repeat orders or of our 
being able to build up any goodwill. Our 
aim is to consolidate our export business, 
although this policy involves penalising, to 
some extent, our long-suffering home trade 
customers who continue to press us for more 
goods than we can give them in practically 
every section of our business. 


As a matter of interest, the volume of our 
textile exports during last year was nine 
times the prewar figure ; the value, of course, 
shows a much larger increase. 


PLANT EXPANSION 


As indicated in my speech last year, it is 
the board’s intention to undertake a con- 
siderable amount of plant modernisation each 
year, and, pursuant to this policy, your board 
have approved during the year further sub- 
stantial expenditure, the major part of which 
i> in respect of Spondon Factory, where good 
progress continues to be made. 


As regards the proposed yarn spinning 
plant at Wrexham, site levelling and other 
preliminary work have been undertaken dur- 
ing the year. Certain difficulties of terrain 
have been encountered in excavating for 
plant foundations, also delays have occurred 
in finalising the lease as well as in securing 
satisfactory arrangements for the necessary 
services ; in consequence, it has not yet been 
possible to commence the construction of the 
plant. It is expected, however, that these 
difficulties will shortly be resolved. While it 
is the present intention to utilise a portion 
of our cash resources for the project, it will 
be necessary, as I intimated last year, to 
raise further capital in this connection. 


At our Wigan, Jarrow and Blyth factories 
plant installation continues satisfactorily, and 
production is progressively increasing 2s 
labour becomes trained. 


FUTURE OUTLOOK 


The future outlook is overshadowed by 
the world political situation with its accom- 
panying uncertainties. Apart from this, the 
events of the past year give plenty of support 
to a confident long-term outlook for rayon, 
and especially for acetate rayon. 


We are fortunate in having cellulose 
acetate as the main basis of our manufac- 
tures. In the hands of our production and 
technical staffs, it continues to show wide 
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capabilitkes of progress and versatility in 

- application. These advantages apply not only 
to its methods of manufacture but also to 
the yarns and plastics made from it. Our 
yarns have shown their adaptabil.ty to 
modern processing methods and our plastics 
to the most medern technique in producing 
film sheet and moulded materials. 


Germany and Japan are rapidly recover- 
ing from the low immediate postwar levels 
of their production and exports of rayon. 
Germany’s output and exports in 1949 were 
nearly double those in 1948, while Japan 
trebled both output and exports. Even so, 
the volume of yarn com ng on to the world 
markets from these two countries is, in view 
of the demand, not yet sufficiently large 
to be a disturbing factor. Obviously, it can 
only be a question of time before adjustments 
in the existing markets will have to be faced. 
It is, nevertheless, worth bearing in mind 
that the bulk of the capacity that remains to 
be brought back into production by these 
two countries is chiefly designed to produce 
viscose and not acetate rayon. 


INCREASED PRICE OF YARN 


We have recently announced an increase 
in the price of Celanese yarn—the first 
increase since 1947, and I would like to make 
a few remarks in explanation of this. It is 
the policy of the company to keep the price 
of its yarn as low as possible consistent with 


a reasonable return on the large capital 
employed and having regard m the high cost 
of plant replacement and technical develop- 
ment. 


Since 1947, there have been various 
increases in the cost of fuel, transport, other 
services and wages, which until recently we 
have been cuccessful in absorbing by 
improved techniques and higher production. 
During the last few months, however, the 
prices of our main raw materials have, due 
to abnormal circumstances, increased to such 
an extent that we had no alternative but to 
raise the price cf our yarn. 


This country is almost entirely dependent 
upon external scurces for supplies of cellu- 
lose, our main raw material in the form of 
cotton linters and wood pulp—and the 
position has become difficult not only on 
account of price but also on: account of 
availability. 

We are also large consumers of liquid 
organic chemicals and, while we are at 
present not unduly disturbed about supplies 
of these, the prices are also advancing. 


COMPENSATING INCREASING COSTS 


The increases we have made in our yarn 
selling prices will about compensate for the 
increase in costs with which we are now 
confronted, but the price rise would have 
had to have been larger were it not for the 
fact that we had on hand stocks of low-priced 
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raw materials. Unless our raw material 
become ava lable to us at prices very — 
less than those we are paying today. 4 tartha 
increase in the price of our yarn will a 
inevitable. . 


Despite this recent price increase, Celanes 
yarn is still only about 60 per cent. Reel 
than prewar, whereas cotton and wool, th: 
ch.ef natural textile fibres, have increased in 
pr.ce some six or seven times. Before the 
war, Celanese yarn was more than three 
times the price cf cotton yarn; today it is 
nearly one-third cheaper than cotton yarn: 
the comparison with wool is even mor: 
favourable. Even should the prices of 
natural fibres fall scmewhat from their 
present high levels, the competitive position 
of Celanese yarn would remain extremely 
favourable. 


The number of people employed by the 
group at the end of the financial year was 
over 15,000. Several of our factories have 
been established in development areas where 
we are progressively employing more people, 


I take this opportunity, on behalf of the 
Board, of thanking all our employees for 
their excellent services during the year under 
review and for maintaining and increasing 
the output and distribution of our various 
products. 


The report and accounts were approved, 
the retiring directors re-elected, and the new 
articles of association were adopted. 





PETROCHEMICALS LIMITED has an outstanding vacancy in its 
Export Department for senior Sales Executive to hold overall 


NOTICES 
WEST AFRICAN INSTITUTE OF SOCIAL AND ECONOMIC 


RESEARCH 

UNIVERSITY COLLEGE, IBADAN 
Applications are invited from ECONOMISTS for posts at the 
Institute, on the salary scale £900—£1,300 pa. F.S.S.U. Partly 
furnished residential accommodation at not more than 10 per cent 
of salary. Passages for members of staff and wives paid on appoint- 

ment and leave. Considerable research facilities offered. _ 
Applications (six copies), giving full details of qualifications and 
experience and the names of three referees, should be sent to the 
Secretary, Inter-University Council for Higher Education in the 
Colonies, 1 Gordon Square, London, W.C.1, from whom further 
particulars may be obtained, Closing date December 16, 1950. 


UNIVERSITY OF BRISTOL 


The University proposes to make an appointment to the Chair of 
Economics made vacant by the retirement of Professor Hamilton 
Whyte, and has also decided to establish a professorship in applied 
economics, e.g. social economics, industrial economics, public adminis- 
tration.—Further particulars of these appointments may be obtained 
from the Registrar, to whom applications for either Chair should be 
submitted not later than February 1, 1951. 








ADMINISTRATIVE STAFF COLLEGE 


Applications are invited for the post of Director of Research at 
the Administrative Staff College. Candidates should have exceptional 
qualification in one of the ial Sciences and have demonstrated 
their capacity to contribute to learning by research, Salary will be 
equivalent to that of a University Reader or Professor according to 
the age and experience of the selected candidate, with allowances, 
The College is a member of the F.S.S.U. The successful candidate 
will be expected to take up duty in May or September, 1951.—Appli- 
eations should be sent not later than December 31, 1950, to the 
Principal, The Administrative Staff College, Greenlands, Henley-on- 
Thames, from whom further information can be obtained. 











PETROCHEMICALS LIMITED has a vacancy for junior Executive 
to act as Liaison Officer with its overseas selling organisation. 
Candidates must be fluent speakers of French, have either University 
degree in chemistry or good previous technical background in general 
chemical or allied industry, and preferably have had previous 
experience of export sales. The appointment calls for pleasant 
personality and qualities of tact and discretion. Frequent travel to 
Western Europe may be involved, but work is normally in London, 
Salary according to qualifications and experience. Generous non- 
contributory Staff Assurance Scheme.—Apply in strict confidence, 
giving full details of age, experience, etc., to Export Manager, 
Petrochemicals Limited, 170 Piccadilly, W.1, marking application 
** Liaison.”’ 


LD-ESTABLISHED East India Merchants, with offices in 
Singapore, Indonesia, Sydney, New York, etc,, require Manager, 
Senior Assistant for their Export Department in London (textiles, 
hardware, building materials, chemicals, pharmaceuticals, etc.).— 
Write full particulars, qualifications, etc., to Box 544, 
SSISTANT SECRETARY-ACCOUNTANT. — Major Company 
invited to consider appointment of person now concluding full- 
time study for qualification with comprehensive supporting 
experience. Age 33 years.—Box 542, 
NFORMATION bulletins, Journals of Societies or Institutions: 
Consultant editor and designer will undertake production, layout 
and finalization of text for printer. Moderate fees. Inquiries invited 
from Embassies, literary, social and industrial bodies.—Box 5647. 


responsibility under the Export Manager for sales to Europe, The 
appointment is at London Head Office, Candidates should preferably 
be not more than 40 and have sound technical background in general 
chemical or allied industry. Fluent knowledge of French and/o: 
Italian and/or German essential (in that order of proficiency) as wel! 
as previous first-class experience of export selling. Salary to success- 
ful candidate will be commensurate with the responsible nature of 
the appointment, Generous non-contributory Staff Assurance Scheme 
—Apply in strict confidence, giving full details of age, experience 
oe to Export Manager, Petrochemicals Limited, 170, Piccadilly 


h ONSANTO CHEMICALS LIMITED require Sales Trainees in 
_the age group 21/26, of good general education. Some com- 
mercial experience an advantage and knowledge of Export practice 
desirable.—Apply, by letter only, giving full details of age, educa- 
tion, and anne to Chief Personnel Officer, Monsanto Chemicals 
Limited, 8, Waterloo Place, London, S.W.1. 
SSISTANT STATISTICIAN required in London office of leading 
44% Merchant and Agency House. Should have Honours Degree in 
Statistics or Economics, Age under 30 preferred. The post holds 
interesting future possibilities for a highly intelligent and adaptable 
man.—Write, gus full details and salary asked, to Box 614, Dorland 
Advertising, 18-20, gent Street, London, S.W.1, 











A PPLICATIONS are invited for Executive position requiring 
44 extensive knowledge of engineering industry. Experience in 
merchandising of machine tools and engineers supplies and ability 
to assess and exploit sales potentialities of such articles, throug! 
existing sales organisation. Suitable salary will be offered to the 
right man who must have the experience, personality and energy 
to share control of existing, well-established company. Prospects 
will depend on ability of successful applicant to take full share in 
profitable development of business. State age, qualifications, 
experience and salary level in confidence to Box 546. 


A VACANCY exists in a large organisation for a young man about 
30 years of age who holds a degree in economics with honours 
in statistics. Some knowledge of Powers Samas accounting machines 
and methods would be useful but not essential. He would be given 
a period of training in the, Head Office of the organisation and if in 
4 or 5 years he is satisfactory he would take over the management 
of the organisation's Statistical and Sales Analysis Department with 
2 Seer figure selary.—Apply giving age and full particulars to Box 


NCORPORATED Accountant, Graduate (32), holding senior Public 
administrative post, seeks appointment with responsibility in 
mercantile, commercial or industrial organisation; energetic. 
adaptable, tactful; references.—Box 545, 





__ Graduate (age 21-30), required by marketing research 
organisation in Oxford for position of Research Assistant 
statistical department. Statistical knowledge essential (preferably 
with economics degree though mathematics considered). No previous 
experience necessary. Write, Personnel Manager, Nielsen, Oxford. 


HRISTMAS AND NEW YEAR HOUSE PARTY AND WINTER 

SPORTS HOLIDAYS,—Join an informal party of professional 
and university people and enjoy Christmas in pleasant surroundings 
and interesting company.—Fuli details of these and other arranse- 
ments from Erna Low, 3, Reece Mews, London, S.W.7, KENsing(ton 





CONOMIC JOURNAL, 1911-49. Unbound. Complete. Good condl- 
tion. What offers 7—Box 541. 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended December 2, 1950, total ordinary 
venue Was £82,717,000, against ordinary expenditure of 
74,980,000 and issues to sinking funds nil. Thus, in- 
1H oO tvking fund allocations of £11,271,000 the surplus 
qccrued since April Ist is £99,063,000 compared with a 
deficit of £47,524,000 for the caeenpenlns period a 
year ago. 
ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 
eceipts into the 
Exchequer 
; (£ thousand) : 
= 1, April 1,) Week Ended 
49 | 1950 }-——-—— 
to to | Dec. | Dec. 


3, | Dec. 2,) | 3, 
1949 | 1950 | 1949 | 1950 






















REVENUE | 
Income Tax.....- '1388000, 489,036) 479,793) 12,173 13,784 
Stet icvsscces 120,000, 43,000! 44,700; 1,000 1,100 
Estate, etc., Duties) 195,000, 127,700; i 
Stamps Ee oe nese { 50, 34,700 
Profits Tax .... 181,660; 181,82 ,400 7,150 
| 270,0 ‘ ( oo 

















CHANGES IN DEBT (£ thousand) 
REcEIPTS PAYMENTS 


Treasury Bills .... 36,124 | Nat. Savings Certs. 1100 
Tax Reserve Certs. 22,142 | 2% Def. Bonds... 130 


3%, Def. Bonds.... 370 
Other Debt :— 

Internal .....+. 715 
Ways & Means Ad- 

WRIOGE « . cca cvce 21,720 
Treasury Deposits 39,000 


——— 


58,266 "63,035 
FLOATING DEBT 


(£ million) 


















Ways and 
Means 
Advances 






Treasury 
Bills 


Total 
Float- 
ing 
Debt 


Date 






Tender} Tar 





423°6 


423-1 
4 3120-0) 1898-1] 417°3 





6199-3 


5899°7 
5910°4 



























EPT. ...0:- 29,000; w» 26) 3120-0} 1889-8] 408-2 5923-0 
Other Inland Rev. 80 a » 24 3130-0] 1869-6] 401-3 5905+9 
SpecialContributn.| 4,500) 16,000) 90| » 4,975°9 451-0 5931-9 
d Rev. 2028000} 921,176, 877,683 24,273 27,684 | Oct 1820-0] 467-6 5950+3 
ic samen comes |, 14 3140-0] 1789-4] 469-9 5954+3 
Customs......++. | 870,650, 552,893, 603,510; 29,130 23,216 | » = 2 5160-0) 2077-8) 490-2 6302-0 
ISCHEO ecoecees- 713,150, 493,715, 496,510] 8,321 16,610 | » 24 5170-0) 2041-1) 471-5 6268-0 
Total Customs and, | Nov. 4 5180-0] 1885-7} 353+3 $9920 
ca vvwhiod '1583800,1046608 1099820) 37,451) 39,826 |» *0| 1897-3] 374-5 . 
ee » 218] 3190-0 | 1968-7] 372-5 6086°7 
Motor Duties... .| 152) 265 | 25] 3190-0 | 1960-0} 390.9 . 
us War Stores! 205 270 | 
coche Receipts De 3220-0 | 1966-3] 369-1 
from Trading. . .| | a 


P.O. (Net Receipts); 
Wireless Licences. 
Sundry Receipts. . 
Miscell. Receipts) 


(in. Crown Lands); 


Total Ord. Rev.. . 5897800 2154266)215209 












1,250, 1,300 





oot 1,640 


SeLF-BALANCING 
Post Office....... 17 
Income Tax on 




















ssues out of the kExchequer 
to meet payments 
(£ thousand) 





RDINARY 
EXPENDITURE 





Cs 340,43 
23,075; 22,86 


29,061) 27,232 


a 


23 37 


29,084, 27,269 
67,420, 37,711 


96,504, 64,980 
120)... 


se eee eee 











wee eee eeee 





Total Ord. Expd.. [345 
Sinking Funds. . . . 








Total (excl. Self- | 

Bal. Expd.).... 96,624, 64,980 
SELF-BALANCING | 
Post Office....... 2,500; 2,600 
Income Tax on 

E.P.T. Refunds. 317 44 


«+e esseeses | 


After decreasing Exchequer balances by £408,045 to 
£2,811,007, the other operations for the week decreased the 
gross National Debt by £4,769,362 to £26,682 million. 


Tithe Act, nt RECEIPTS (£ thousand) 


Pi Reh sind wae ch ace sce édb dow 235 
P.O, and T, ae eons (£ thousand) 360 
ieee es 
xport Guarantees Act, 1949, s. 3(2).........++ —— 
Local Authorities Act 1945, s. 3(1)........ 5,200 
Oneness Buying) Act, 1947, s. aK). * 4,000 
See ne ae 
Provisions Act, 1946, 
S. 2(1) War Damage: War Damage Commission 3,000 
Finance Acts, 1946 and 1947; Peabo Credits.. 317 
13,610 
















Defence Bonds :— 


Total Net Savings......... 





TREASURY BILLS 


(£ million) 






Amount 





31265 4-03 | 60 
t 333-5 | 240-0] 10 2-90 | 62 
313-4 | 240-0] 10 3-22 | 70 
: 294-4 | 250-0] 10 3-45 | 8l 
. 310-2 | 240-0] 10 5-21 | 3 
. 307-0 | 240-0] 10 323 | 72 

Oct. 6 3123 | 250-0] 10 3623 | 74 
“ 319-4 | 260-0] 10 3-25 | 76 
” 20 3323 | 250-0] 10 2-94 | 66 
" 21 335-8 | 250-0 | 10 2-98 | 65 

Nov. 3 347-7 | 250-0} 10 270 | ° 60 
a 318-4 | 250-0] 10 317 | 72 
a 325-6 | 250-0] 10 3-13 | 69 
” 24 310-6 | 260-0] 10 3*36 | 79 

Dec. 11 250¢0 | 34765 | 250-01 10 2-74 | 60 


On December Ist applications for 91 day bills to be 


paid from December 4th to December 9th were accepted 
dated Monday to Saturday as to about 60 per cent of 
the amount applied for at £99 17s. 5d., and applications 
at higher prices were accepted in full. Treasury Bills 
to a maximum of £260 million are being offered for 
December 8th. For the week ending December 9th the 
banks will be asked for Treasury deposits to a maximum 
of £50 million; £25 million at 154 days and £25 million 
at 182 days. 


NATIONAL SAVINGS 
(£ thousand) 





Zz 


, .- TP ot 
Work Batet boos 1 is 
jov. 26,\Nov. 254Nov. 25, 
1949 | 1950 1950 






ee ee ee 


Repayments .......+-++++ 


Net Savings ...... peewee 






280| 320 




















Receipts......sccccesses 11,320 
Repayments ......++e++- 80l 1,085 33,449 
Net Savings .......+- pees 

P.O. and Trustee Savings 

Banks :— 

Receipts......c00+ caches Bb aaOee | 10,200 | 422,518 
Repayments ......++++++ | 12,048 | 10,522 | 446,545 
Net Savings ...........- \Dr 122 





72,490 \Dr1,987 
645| 644 








Interest on certificates repaid ; 
Interest accrued...... dla 2,393 | 2,442] 82,023 
Change in total remaining 

UMNO see cnck nec bb — 742 \|— 189 |— 11,965 













BANK OF ENGLAND 
RETURNS 


ISSUE DEPARTMENT 


December 6, 1950 


£ £ 
'Govt. Debt... 11,015,100 








Notes Issued:- | 
InCirculation 1507,992,079 |Other Govt. 
In Bankg. De- | Securities ... 1334,216,790 
partment .. 42,564,744 | Other Secs.... 755,692 
} Coin (other 
than gold)... 4,012,418 
Amt. of Fid.————- 
ie Speer 1350,000,000 
Gold Coin and 
Bullion (at 
248s. per oz. 
GE cicesces 356,823 
1350,356,823 1350,356,823 


BANKING DEPARTMENT 


£ £ 
Capital ...... 14,553,000 | Govt. Secs.,.. 581,881,441 
ER ‘ 3,433,422 | Other Secs.:- 60,983,009 
Public Deps.:= 280,624,028 | Discounts and 
Public Accts.* 14,209,906 Advances... 35,941,619 
H.M. Treas. Securities.... 25,041,390 
Special Acct. 266,414,122 


Other Deps.:- 388,187,692 





Bankers..... 902,741,112 Notes........ 42,364,744 
Other Accis... 85,446,580 | Coin......... 1,568,948 
686,798,142 686,798,142 


® Including Exchequer, Savings Banks, Commissioner: 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 
(£ million) 








SSue 


épt. — 





Notes in circulation..... ‘0 
Notes in banking depart- 

MEME wccccccccceseces 70-8 64-3; 42-4 
Government debt and | 

securities® .......064. 345-3)1335- 3)1345-2 

Other securities......... 0-7} O-7| 0-8 

Gold and Coin.......... 4-4) 4-4) 4-4 

Valued at s. per fine oz... 248/0| 248/0| 248/0 
Banking Dept. :— 
Deposits :— i 

Public Accounts ........ 18-7) 18-4) 14-2 

266-4) 266-4) 266-4 

307-5, 305-0} 302-7 

82-8] 82-2) 85-4 

675-4 672-0) 668-7 

557-0, 550-5 581-9 

37-8 37-8 35-9 

25-8 35-4) 25-0 

: 620-6) 623-7! 642-8 

Banking dept. res......... 72 8| 66-2) 43-9 

vo % 9 
"PeGek” ...cciciand 0-71 3.3 6-5 





*® Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue raised from £1,300 million to £1,350 
million on June 27, 1950. 


GOLD AND SILVER 


The Bank of England’s official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
September 19, 1949, and the selling price to authorised 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
cash prices during last week were as follows :— 











SILVER 


Bs ek as 
London |New York! Bombay 





109 
Markets Closed 
182 | 109 


aA a a Sec 
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AGGREGATE ASSETS 
at 3ise March, 1950 
£102,585,433 


Ca 


“NEW ZEALAND 


Uncorporated with limited lability in New Zealand 


Represented at over 286 point: 

in New Zealand and at Melbourne. 

Victoria ; Sydney, New South Wales 
Suva, Fiji; Apia, Samoa. 


Head Office: WELLINGTON, N.Z. 
P. L. Porter, General Manager 









London Office . 
1, Queen Victoria St., £.C.4 
O. M. Samuel, Manager. 


DEN NORSKE CREDITBANK 


tstablishec #85 
TRI Ss al! 


OSLO, 
ie ff NORWAY 


Branches ; Arendal, Brumunddal, Flisa, Grimstad, Kon ee: 
Larvik, Lillesand, Mandal, Porsgrunn, Risor, Skarnes, Tonsberg 
Every Description of Banking Business transacted 

Correspondence invited ‘ 
Telegraphic Address: © Creditbank " Telephone: “ 42 18 20 Osio" 


NATIONAL BANK OF EGYPT 


incorporated im Egypt. 
Liability of Members is Limued. 


Head Office - - - CAIRO 
Coamercia! Register No. 1 Cairo. P 
FULLY PAID CAPITAL - - £3,000,000 
RESERVE FUND £3,000,000 


a a 


























London Office 


6&7 KING WILLIAM STREET, E.C.4 
Branches in all the Principal Towns in EGYPT and ‘the SUDAN 


47 ALBEMARLE STREET 


**A&A suite of exceptionally light offices" was how the Estate 
Agents described them and we found them so to be. Our friends 
are welcome at this new address, where we are able to give even 
better service to our growing chentele. Our telephone numbers 
remain the same, Regent 0901/2. 


ROBERT BRANDON AND PARTNERS, LIMITED 
peventising and Public Relations, 
47, Al bemarle Street, London, W.1. 








‘TAMPS FOR INVESTMENT. —The oldest established stamp ‘firm 


\) in the City will be glad to help you.—Healey & Wise, Limited 
(Est, 1885), 14; Wormwood Street, E.C.2, 


rRWICK, O ORR AND PARTNERS invite _applications: ‘from young 

Chartered Accountants for training in the Accounting and 
Administrative Division of their professional work as Consulting 
Specialists in Organisation and Management. Executive experience 
in Industry or Commerce and a live interest in modern Management 
are essential. Full details of conditions of employment will be — 
at pee one to. Se potential y suitable candidates.—App 
writing in == eal chet and Partners a 
7 Park Lane, London, WI L. @ quoting C 


lea for B. Sc. ECON. 


research, weltare work in coramerce and industry, and for teaching or odmieisteetie 
rete ete ty, ado te without Universit 
residence. ae eee thven ennapieabions ot hese exiber anena 


Sie Someone WY WOLSEY HALL, OXFORD 


inted in Great Bri by S 
‘at 22, "Ryder Street, St. ‘James's ibadtea, Swe 











-ortuga G ondon, W.C2. 
US. Representative: R. S. Farley, 111, 


THE ECONOMIST, Decembe; 9, 1959 











TRADING OR ESTABLISHING 
in CANADA or the WEST INDIES? 


If you are trading with or contempiating establishin 


g a plant 
in Canada or in the West Indies, we can be of help to aoe 


Through 330 branches across Canada and 23 in the West Indies, 
we can provide information on business conditions, exchange 
regulations, exports and the establishing o! branch plants. 


Your enquiries will receive promp! and courteous attention. 


THE BANK OF NOVA SCOTIA 


108 Old Broad Street, London. E.C.2. 
Estabiished in Canada in 1832 with iimited liability. 








B. W. BLYDENSTEIN & CO. 


Established 1858 








BANKERS 





We Specialise in all financial transactions with 
The Netherlands 


54, 55 & 56, Threadneedle Street, London, €£.C.2 











REFUGE ASSURANCE COMPANY LTD. 
thief Office: OXFORD STREET, MANCHESTER 1. 


ANNUAL INCOME EXCEEDS 18,000, 
CLAIMS PAID —— «207,000.00 
( 


RUSKIN COLLEGE, OXFORD 


Applications are invited for the post of Tutor (man or woman) in 
Economics and Industrial Relations to be taken up not later than 


October, 1951, Salary Scale, £600 x £50—£1,100, F.S.S.U. Superannua- 
tion Scheme. AD] lications, with three referees, required by 


January 30, 1951.—Full rticulars and form from General Secr: 
tary, Ruskin Colle ‘ge, Oxford, 


GLASGOW SCHOOL OF MANAGEMENT STUDIES 
THE ROYAL TECHNICAL COLLEGE, GLASGOW 
The Department of Industrial Administration offers a fourth 


full-time course in 
WORKS eet 


an 
LABOUR RELATIONS, 
commencing January 8, 1951. 

The Course is primarily intended for persuns of 25 years of age 
and over, who have been nominated by their firms and who are 
expected to take increasing responsibility in the future. 

Further detailed information as to the aim, scope, and content 
of the Course can be obtained from the Head of the Department 
of Industrial Administration at The Royal Technical College. 








MR. SMITH IS GIVING HIS WIFE 
a real Christmas surprise. He is taking her to Jersey, Britain’s own 
gay continental resort, for the long Christmas holiday, so that she 
can recover from the strain of modern life.—Brochures from Box 


No. 69, TOURIST INFORMATION BUREAU, Jersey, C.I., or any 
Travel Agent. 





ONE are the days of “hit or miss ” in advertising ! ! Chance 
has been virtually eliminated by utmost care in planning 
advertising campaigns. Successful modern advertising is the business 
of Samson Clark and Co., Ltd., 57/61, Mortimer Street, W.1. Museum 


HAIRMAN OF PUBLIC COMPANIES and Bank Director requires 

ell educated Private Secretary for work in London. In addition 
tO shorthand mien if applicant should have good command Englis!: 
language; French if poss ible; discretion and tact.—Apply, Box 543. 


OMPETENT SERVICE solicits Lit. MSS., com- 





TYPEWRITING 
mercial documents, etc. Impeccable work. Mod. fees.—Mai 2659. 





HAVE YOU PLANNED 
cit‘Gcvugh RAPIEOR, the ening nes coars spore 
Write now for free booklet to: _ 

G0, TUITION House LONDON SW? 

(or call at 235 Coomtibotnegs tasnane tapers w.c.2) 





mT: 





5 remy © 48 ECONOMI:! ape, LtD., 
y, New York, 6.—Saturday, December 9, 1950. 








